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EXTENSION  OF  TENURE  OF  GOVERNMENT  CONTROL  OF 

RAILROADS. 


FRIDAY,  JANUARY  3,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington,  D.  0. 
The  committee  met,  pursuant  to  call  of  the  chairman,  at  room 
410,  Senate  Office  Building,  at  11  o'clock  a.  m.,  Senator  Ellison  D. 
Smith  presiding. 

Present:  Senators  Smith  (chairman),  Pomerene,  Myers,  Saulsbury, 
Lewis,  Gore,  Underwood,  Cummins,  Townsend,  La  FoUette,  Poin- 
dexter,  McLean,  Watson,  and  Kellogg. 

There  were  also  present:  '^h.  Daniel  Willard,  president  of  the 
Baltimore  &  Ohio  Railroad  Co.;  Alfred  P.  Thom,  general  coimsel, 
railways  executives  committee;  S.  T.  Bledsoe,  general  coxmsel, 
Atchison,  Topeka  &  Santa  Fe  Railroad;  Howard  Elliot,  president  of 
the  New  York,  New  Haven  &  Hartford  Railway  Co.;  Bird  M.  Rob- 
inson, representing  the  American  Short  Line  Railroads;  S.  N.  Felton, 
president  of  the  Chicago  &  Great  Western  Railroad;  Sibert  L. 
Witman,  representing  the  Philadelphia  &  Reading  Railroad;  J. 
Kruttschnitt,  Southern  Pacific  lines;  Charles  E.  Ehnquist,  presi- 
dent National  Association  of  Railway  and  L^tilities  Commissioners, 
Washington,  D.  C;  Glen  E.  Plumb,  representing  the  railway  brother- 
hoods, Chicago,  111.;  Richard  Waterman,  representing  the  Chamber 
of  Commerce  of  the  United  States,  Washington,  D.  C;  Chfford 
Thome,  of  Iowa. 

The  Chairman.  The  committee  will  come  to  order.  We  have  met 
for  the  purpose  of  discussing  the  railroad  situation,  and  at  this  meet- 
ing particularly  with  reference  to  the  recommendation  made  by  the 
Director  General  of  Raihoads  with  respect  to  the  five-year  tenure 
under  present  conditions. 

Mr.  McAdoo,  the  Director  General,  is  present,  and  the  committee 
would  like  to  have  him  state  whatever  facts  or  suggestions  he  sees 
proper  to  submit,  and  any  other  matters  pertaining  to  the  subject 
which  he  ma}'  care  to  discuss. 

Senator  Cujimins.  Mr.  Chairman,  is  it  imderstood  that  Mr.  McAdoo 
will  proceed  and  conclude  his  statement  without  interruption  ? 

The  Chairman.  That  is  entirely  with  him.  If  he  prefers  to  proceed 
and  conclude  his  statement  without  interruption  in  order  to  preserve 
the  continuity,  that  course  will  be  pxirsued. 

Director  General  McAdoo.  I  should  like  that  procedure  very  much, 
Mr.  Chairman. 

Senator  Cummins.  I  should,  myself,  prefer  to  hear  a  statement 
made  in  its  entirety  without  interruption. 

Director  General  McAdoo.  And  after  it  is  completed,  of  course'  I 
shall  be  very  glad  to  answer  any  questions  that  may  be  asked. 

The  Chairman.  Then  it  wiU  be  imderstood  that  the  Director  Gen- 
eral will  make  his  statement  without  interruption. 
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STATEMENT  OF  HON.  WILLIAM  G.  McADOO,  DIRECTOR 
GENERAL  OF  RAILROADS. 

Director  General  McAdoo.  Mr.  Chairman  and  gentlemen  of  the 
committee,  I  have  felt  that  it  would  be  useful,  perhaps,  if  I  gave  a 
general  outline  of  the  work  which  has  been  accomphshed  in  the  past 
year  of  Federal  control,  and  then  to  follow  that  with  some  of  the 
reasons  why  I  feel  that  the  extension  of  the  period  of  Federal  control 
for  a  further  test  under  peace  conditions  would  be  wise  and  helpful. 

This  statement  has  been  prepared  under  very  great  pressure;  it  is 
longer  than  I  should  like  to  have  it,  but  the  subject  is  so  vast  and 
complex,  and  the  field  we  have  entered  into  in  the  past  year  is  so 
great  that  it  is  impossible  to  do  justice  to  it  in  a  brief  statement. 

To  review  the  results  of  the  past  year  of  Federal  control,  it  is  help- 
ful first  to  survey  the  railroad  conditions  that  immediately  preceded 
that  control. 

(1)  For  several  years  railroads  in  seasons  of  heavy  business  had 
developed  conditions  of  transportation  strmgency  similar  to  the  con- 
ditions of  financial  stringency  that  characterized  our  banking  situa- 
tion prior  to  the  passage  of  the  Federal  reserve  act,  but  the  periods 
of  transportation  stringency  were  even  more  frequent  and  more  pro- 
nounced. It  was  impracticable  for  the  scores  of  different  railroad 
companies  to  depart  from  their  competitive  practices  and  join  in  a 
coordmation  of  facilities  and  effort  so  as  to  meet  the  traffic  demand 
made  upon  them  and  enable  them  to  handle  their  "peak  load"  suc- 
cessfully. These  competitive  rivalries  prevented  any  sort  of  central 
control  of  the  traffic  itself.  Therefore  it  was  impossible  to  stop  the 
loadmg  of  traflic  which  could  not  be  promptly  disposed  of  at  desti- 
nation, or  to  encourage  movement  to  destinations  where  the  traffic 
could  be  promptly  handled.  To  an  important  extent  there  was  in- 
adequacy of  terminal  facilities  and  a  serious  lack  of  coordination  and 
use  of  those  in  existence.  In  the  fafi  of  1916  the  transportation 
stringency  reached  such  a  point  that  traflac  was  almost  paralyzed 
through  inability  to  dispose  of  it  at  destination.  In  the  fall  of  1917, 
despite  strenuous  efforts,  and  yet  under  a  larger  degree  of  coordina- 
tion than  had  ever  before  been  attempted,  to  prevent  such  a  situa- 
tion, a  paralysis  of  the  transportation  situation  again  occurred. 
These  conditions  were  most  aggravated  in  the  territory  east  of 
Chicago  and  St.  Louis  and  north  of  the  Ohio  and  Potomac  Rivers, 
but  the  acute  conditions  in  this  territory  reacted  unfavorably  on  the 
transportation  situation  throughout  the  rest  of  the  country,  dam- 
ming up  the  traffic  on  connecting  lines  and  producing  congestion  and 
distress  throughout  the  country. 

The  seriousness  of  the  situation  is  shown  by  the  fact  that  on  Jan- 
uary 1,  1918,  there  were  reported  on  all  roads  a  total  of  nearly  145,000 
cars  accumulated  on  account  of  the  congestion  which  prevailed  in 
the  territory  east  of  Chicago  and  St.  Louis  and  north  of  the  Ohio  and 
rotomac  in  excess  of  the  normal  movement. 

Very  serious  conditions  of  car  shortage  existed  both  in  the  fall  of 
1916  and  in  the  fall  of  1917.  In  1916  the  situation  became  so  critical 
that  a  special  investigation  was  inaugurated  by  the  Interstate  Com-' 
merce  Commission,  with  the  result  that  under  date  of  December  28, 
1916,  Commissioner  McChord  made  a  report  in  which  he  stated  that 
in  some  territories  the  railroads  have  furnished  but  a  small  part  of 
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the  cars  necessary  for  the  transportation  of  staple^  articles  of  com- 
mercTsuras  coal  grain,  lumber,  frmts,  and  vegetables.'    He  added. 

Ineoosc,.ncen.i~ 
great  value  have  been  destroy^^  territories  there  have  been  so 

activities  has  been  uncertain  and  difficult. 

In  its  report  of  December  1,  1916,  the  Interstate  Commerce  Com- 
mission aftei  reviewing  the  car  shortage  situation  m  detail  (this  was 
ryeT^rior  to  Government  control)  and  telling  of  mvestigations  mto 
c(Hiditions  at  widely  separated  points,  said: 

CintfoPuStSUTlargl^erSls  and  in  passi^  through  such  terminals  out  to 
other  cities,  explained  much  of  the  failure  in  car  service. 

I  need  not  recount  the  various  expedients  adopted  by  the  railroads 
under  private  control  to  bring  order  out  of  the  railroad  chaos,  none  of 
wS  was  adequate  or  successful.  The  railroad  executives  of  the 
country  tried  vahently  during  1917  to  solve  the  prob  em.  Most  of 
them  patrioticallv  sought  to  4d  means  of  keeping  the  ransportation 
system  functioning,    eompetitive  and  private  control,  however,  were 

''''(2TThe  g^'at' 'Movement  of  traffic  overseas  without  satisfactory 
coordination  of  rail  and  ocean  transport,  the  heavy  building  opera- 
S  n  the  way  of  construction  of  cantonments,  shipbuilding  plants, 
sto?ao-e  depots,  munitions  plants,  etc.,  the. transfer  to  war  activities 
of  [he  ships  and  tugs  of  the  coastwise  service,  thereby  throwmg  stiU 
another  new  bm'den  on  the  railroads  the  increasing  a^d  exacting 
movement  of  troops-aU  these  operated  to  accentuate  difficulties  and 
develop  the  grave  weaknesses  inherent  m  the  uncoordinated  competi- 
tive activities  of  ah  the  different  railroad  companies. 

(3)  These  difficulties  were  fm-ther  acceniuated  by  mabi  ity  to  get 
nromptlv  new  locomotives  which  had  been  ordered  (but  which  could 
not  be  dehvei-ed  because  much  of  the  locomotive  output  was  being 
devoted  to  our  allies)  and  to  an  entire  absence  of  any  locomotives  m 
the  reserves  of  the  railroad  companies.  •  •  i 

Many  lines  had  entirely  inadequate  facilities  for  repamng  the  locomo- 
tives they  own.  This  is  shown  %  the  fact  that  up  to  December  14,  the 
total  number  of  locomotives  sent  to  other  line  shops  for  repairs  were 
2  220  For  instance,  423  locomotives  of  the  Baltimore  &  Ohio  were  re- 
pairedmtheshopsof  otherlines,whileBaltimore&  Ohio  shops  repaired 
?n  y  24  locomotives  belonging  to  other  lines,  leaving  the  net  assistance 
received  by  the  Baltimore  I  Ohio  399  locomotives  ;  201  locomotives  of 
the  Pennsylvania  Lines  West  were  repaired  in  other  hne  shops,  while 
the  shops  of  the  Pennsylvania  Lines  West  repaired  only  25  locomotives 
belonging  to  other  lines,  leaving  the  net  assistance  received  by  the 
Pennsylvama  Lines  West,  146  locomotives;  f.  locomotives  of  the 
Central  Railroad  of  New  Jersey  were  repaired  m  othei  hne  shops, 
whereas  they  repahed  no  locomotives  of  other  lines. 

piior  to  Fedekl  control  the  railroads  had  voluntan  y  tranf  en^^^ 
into  the  congested  eastern  territory  107  engines  from  the  West  and 
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South.  In  addition,  the  Raih-oad  Administration  relocated  215  loco- 
motives aheady  in  the  East.  This  ability  to  place  locomotives 
promptly  where  they  were  most  needed  regardless  of  the  interest  of 
any  particular  line  greatly  assisted  in  bringing  order  out  of  chaos. 

Notwithstanding  the  tonnage  handled  during  the  year,  which  has 
been  the  heaviest  ever  known,  there  are  now  stored,^  in  good  condi- 
tion, and  ready  for  winter  service,  1,189  locomotives,  while  one  year 
ago  there  was  not  a  single  serviceable  locomotive  in  storage.  This 
improved  condition  has  been  due  largely  to  the  coordination  of  shop 
work,  which  has  resulted  in  an  average  increase  of  20.93  per  cent 
each  week  in  the  number  of  locomotives  receiving  classified  repairs. 

(4)  The  relations  with  labor  were  of  the  most  unsatisfactory  and 
threatening  character.  The  cost  of  living  had  greatly  increased. 
Insistent  demands  were  urged  by  railroad  labor  for  corresponding 
increase  in  wages.  There  was  no  method  for  an  amicable  adjust- 
ment of  labor  disputes.  To  a  large  extent  there  appeared  to  be  a 
lack  of  confidence  on  the  part  of  labor  in  the  management  of  tire  rail- 
road companies  if  not  an  actual  hostility  thereto.  There  was  immi- 
nent prospect  of  the  most  serious  strikes  that  had  ever  threatened 
the  railroad  situation. 

Senator  Lewis.  Mr.  Director  General,  if  I  do  not  interrupt  you, 
may  I  ask,  since  you  have  made  that  statement,  if  the  demand'  for 
increase  in  wages  did  not  arise  only  after  we  came  into  control  of  the 
roads,  but  had  it  not  been  constantly  existing  as  against  the  railroads 
then  when  we  took  charge  of  them  ? 

Director  General  McAdoo.  Yes,  sir;  I  was  describing  the  situation. 

The  Chairman.  Senator,  before  you  came  in,  the  committee  had 
made  an  agreement  that  the  Director  General  should  proceed  with 
his  statement  without  interruption  and  then  when  he  had  concluded 
questions  might  be  asked. 

Dii-ector  General  McAdoo.  I  am  describing  conditions  as  they  ex- 
isted at  the  time  of  Federalcontrol,  and  those  were  the  labor  conditions 
at  that  time. 

Senator  Lewis.  I  apologize  for  the  interruption. 

Director  General  McAdoo.  (5)  The  financial  situation  of  some  of 
the  railroad  companies  was  precarious.  The  rapid  increase  in  operat- 
ing costs,  due  to  increased  prices  of  materials  and  supplies  and  the 
increased  expense  of  operating  under  the  conditions  of  transportation 
stringency,  were  threatening  to  impair  the  ability  of  many  railroad 
companies  to  meet  their  interest  and  dividends,  so  that  the  railroad 
plight  was  a  serious  menace  to  the  general  financial  situation.  Even 
if  railroad  credit  had  been  at  its  best  instead  of  at  its  poorest,  it  would 
have  been  difficult  at  the  time  to  raise  funds  for  urgently  needed 
capital  expenditures  because  of  the  credit  demand  of  the  Government 
and  the  high  rates  prevailing  for  money. 

(6)  The  country  was  at  war.  Its  industrial  power  was  being  turned 
into  war  channels.  The  volume  of  traffic  to  be  transported  for  war 
purposes  was  steadily  growing  and  promised  to  keep  growing  to  a 
degree  which  could  not  be  foreseen.  The  Nation's  success  in  the  war 
was  largely  dependent  upon  the  transportation  machine  functioning 
with  an  efficiency  surpassing  anything  which  had  ever  been  known 
in  the  past.  Yet  all  the  factors  were  rapidly  converging  produce 
a  prolonged  and  serious  transportation  paralysis. 
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For  these  reasons  the  President  took  possession  and  control  of  the 

"&n^^  the  country  entered  upon  . 

10  wSs  of  the  worst  wintei.  that  had  ever  been  knowii  and  tra^s- 
porTation  which  before  was  slowing  down  m  an  alarming  way  was 
confronted  with  the  danger  of  almost  complete  stoppage. 

These  we^e  the  conditions  nnder  which  the  Umted  States  Raikoad 
Administration  began  its  work. 

CONDITIONS  UNDER  GOVERNMENT  CONTROL. 

The  principal  railways  and  transportation  systems  of  the  country 
have  nL  been  under  the  control  of  the  Government  for  one  year,  a 
yelr  marked  by  the  participation  of  the  United  States  m  the  greatest 
wax  in  history>  yea^  in  wliich  the  raHroads  were  required  to  carry  a 
grea  er  burden  both  of  freight  and  of  passenger  traffic  than  ever 
before  in  theh  history,  a  year  which  began  with  terrific  blizzards  and 
an  alarming  coal  shortage,  a  year  in  which  enormous  amounts  of 
foodstuffs  Ld  other  supphes  had  to  be  transported  through  the 
United  States  to  the  seaboard  for  shipment  abroad  a  year  m  which 
an  army  of  miUions  of  men  had  to  be  transported  from  their  homes 
to  camjs  and  cantonments  and  then  to  the  seaboard  m  order  that 
they  might  take  theh  places  on  the  battlefields  of  France  and 

^  The  year  is  now  behuid  us.  In  the  last  few  months  there  has  been 
an  entire  absence  of  any  transportation  stringency,  although  the 
traffic  carried  was  the  heaviest  of  even  this  miprecedeiited  year. 
The  contrast  between  transportation  conditions  durmg  the  autumn 
iust  passed  and  the  autumns  of  1916  and  1917  is  marked. 

I  shaU  recount  some  of  the  things  that  have  been  accomplished. 

,  THE  MOVEMENT  OF  TROOPS. 

From  January  1,  1916,  to  November  10,  1918,  a  total  of  6,496  150 
troons  were  moved  over  the  American  rafiways,  4,038,918  havmg  been 
transported  on  special  trams.  These  movements  required  a  total  of 
193  002  cars  of  all  types  including  167,232  coaches  for  draft  and 
resular  train  movements.  These  troops  were  transported  m  com- 
parative freedom  from  accident,  due  largely  to  the  steadfast  main- 
tenance of  a  reasonable  rate  of  speed.  .       ■  . 

To  insure  proper  care  and  orderly  movement  of  the  immense  body 
of  men  comprising  the  American  Army  and  Navy,  a  special  organiza- 
tion has  been  built  up,  including  a  railroad  representative  stationed 
at  the  office  of  each  State  adjutant  general  to  cooperate  m  the  trans- 
portation of  drafted  men,  a  man  m  charge  of  troop  movements  on 
each  principal  raiboad,  and  a  central  organization  under  the  Kail- 
road  Administration  in  Washington.  ,  .  .  r 
An  averao-e  of  12.2  cars  per  train  were  used  m  the  movenient  ot 
troops  and  the  speed  was  kept  down  to  an  average  of  20  miles  per 
'    hour.    The  spedial  troop  trams  averaged  443  men. 

To  allow  soldiers  and  sailors  on  leave  to  visit  then-  famihes  at  home, 
the  Raih-oad  Admmistration  put  mto  effect  a  special  rate  of  1  cent 
a  mfie  for  men  on  furlough,  an  accommodation  which  added  to 
morale  and  permitted  many  soldiers  and  sailors  who  otherwise  could 
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not  have  afTorded  it  to  see  their  loved  ones.  A  special  rate  of  75  cents 
for  meals  costing  civilians  $1  and  $1.25  was  made  for  soldiers  and  sail- 
ors No  certificates  were  required  for  such  meals,  the  uniform  of  a 
soldier  or  sailor  being  all  that  was  necessary. 

_  After  the  signing  of  the  armstice  and  the  beginning  of  demobiliza- 
tion an  effort  was  made  to  have  the  War  Department  to  discharc^e 
the  men  at  their  homes,  but  this  plan  having  been  rejected,  and  the 
travel  and  sustenance  allowance  fixed  by  Congress  having  been  lim- 
ited to  3  J  cents  a  mile,  the  Railroad  Administration  continlied  the  75- 
cent  meal  for  discharged  soldiers  and  sailore  and  allowed  them  a 
reduced  rate  of  2  cents  per  mile,  while  returning  home. 

Hardly  had  the  movement  of  troops  overseas  gotten  well  under 
way  before  the  armistice  was  signed  with  the  central- powers,  and 
the  work  of  demobilizing  was  begun.  It  is  estimated  that  to  demo- 
bilize troops  under  arms  will  involve  the  transportation  of  not  less 
than  7,250,000  men  for  the  creation  of  the  Army  and  the  sending  of 
approximately  2,000,000  men  to  the  points  of  embarkation  mvolved 
the  movement  of  8,700,000. 

_  At  the  peak  of  the  activities  incident  to  the  prosecution  of  the  war, 
It  was  necessary  to  provide  for  the  dailv  movement  to  and  frorn 
industrial  plants  and  camps  of  205,587  persons  in  each  direction. 
To  perform  this  work,  2,319  passenger  equipment  cars  were  in  dailv 
use. 

MOVEMENT  OF  FOOD  TO  EUROPE. 

The  food  situation  in  the  allied  countries  of  Europe  became  ex- 
tremely critical  in  February  last,  representations  being  made  by  Great 
Britain,  France,  and  Italy  that  unless  the  program  of  food  deliveries 
promised  by  the  Food  Administration  was  kept  pace  with,  Germany 
and  her  associates  inevitably  would  win  the  war.  While  the  facts 
could  not  be  told  at  the  time  because  of  the  possible  effect  on  the 
morale  of  the  nations  fighting  the  central  powers,  it  was  nevertheless 
true  that  according  to  oflicial  word  received  from  the  entente  allies, 
the  outcome  of  the  war  depended  upon  the  abilitv  of  the  American 
railways  to  transport  sufiicient  supplies  of  foodstuffs  to  the  Atlantic 
seaboard  for  shipment  abroad.  This  problem  was  met.  It  was  no 
time  for  half-way  measures.  The  safety  of  the  world  hung  in  the 
balance.  Empty  box  cars  were  rushed  from  all  portions  of  the  east, 
south,  to  the  southwestern  grain  States.    Conflicting  traflic  of  all 

J  ^T"^  -l^  "P-  -^^^^-^  facility  of  the  Eailroad  Administration 
and  of  the  railroads  under  its  jurisdiction  was  thrown  into  the  balance. 
Olticials  and  employees  worked  day  and  night.  The  result  was  mag- 
nificent By  March  15,  the  vessel  capacity  of  the  allies  had  been 
satisfied  and  there  was  available  at  North  Atlantic  ports  an  excess 
on  wheels  of  6,318  carloads  of  foodstuffs  exclusive  of  grain  on  cars 
and  in  elevators. 

Since  that  time  there  has  never  been  any  danger  of  the  American 
railways  failing  to  transport  the  necessary  amount  of  food  supplies 
for  Europe.  It  perhaps  is  not  too  much  to  say  that  this  was  one  of 
the  turning  points  of  the  war. 

In  the  period  from  July  to  November,  1918,  135,000  more  cars  of 
grain  were  handled  than  in  the  same  months  of  1917,  thus  demon- 
strating the  enormous  extra  strain  placed  upon  the  railroads  by  this 
one  item  alone. 
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COAL. 


I  Another  critical  situation  which  faced  the  raih-oads  during  the  year 
iust  passed  and  was  met  had  to  do  with  the  coal  sup])ly.  Constant 
predictions  have  heen  made  that  the  railroads  would  not  function 
sufficientlY  to  transport  enough  coal  to  supi^ly  the  Nations  needs; 
these  predictions  have  not  been  realized.  New  England  s  demands 
have  been  met,  and  28,153,317  tons,  the  largest  tonnage  of  coal  ever 
known,  has  been  moved  to  the  Lake  Erie  ports  and  transported  to 
the  Northwest.  In  1917  only  26,826,000  tons  were  moved  over  this 
route-  in  1916  only  24,692,000  tons,  and  in  1915  only  21,507,000  tons. 
The  contrast,  vou  will  observe,  between  1915  and  1918  is  a  difference 
of  over  7,000,000  tons  transported  to  the  Northwest. 

Some  indication  of  the  freight  traffic  problems  facing  the  radroads 
in  the  year  just  passed  may  be  gained  from  the  fact  that  there  was  a 
net  increase  of  741,666  cars,  or  approximately  37,083,300  tons  ot 
bituminous  coal  loaded  during  the  10  months  ending  October  31, 
1918,  as  compared  with  the  same  ten  months  in  1917. 

Senator  Gore.  Will  you  kindly  state  that  again « 
.  Director  General  McAdoo.  There  was  a  net  increase  of  741 ,666  cars 
or  approximately  37,083,300  tons  of  bituminous  coal  loaded  durmg 
the  10  months  ending  October  31,  1918,  as  compared  with  the  same 
ten  months  in  1917.  This  increase  was  achieved  despite  the  tact 
that  the  severe  weather  conditions  prevailing  in  January,  1918,  re- 
sulted in  a  decreased  production,  due  largely  to  car  supply,  of  65,594 
carloads  The  severe  weather  conditions  continued  throughout 
February  and  part  of  March,  but  nevertheless  the  railroads  recovered 
themselves  and  in  February,  1918,  loaded  an  increase  of  24,366  cars 
of  bituminous  coal  over  February,  1917. 

movement  of  other  essential  supplies. 

At  the  same  time  special  attention  was  being  given  to  the  move- 
ment of  fruits,  of  cotton,  of  oil,  of  iron,  and  of  the  other  principal 
products  of  the  farms,  the  factories  and  the  mines  of  America. 
Wherever  necessary,  special  trains  were  utilized  to  transport  tnese 
staple  articles,  and  other  methods  were  made  available  which  re- 
sulted in  fully  meeting  the  situation. 

I  want  to  cite  an  instance  that  is  very  striking.  In  April  conditions 
were  chaotic  in  the  oil  industry  and  a  great  many  of  the  refineries 
in  the  mid-continental  fields  in  particular  were  shut  down  or  only 
partially  operating  on  account  of  shortage  of  equipment.  The  Rail- 
road Administration  arranged  to  consohdate  oil  shipments  into  tram 
loads,  symbol  it,  and  move  it  through  to  destination  or  breaking 
point  in  sohd  train  loads.  So  efi'ective  were  these  measures  that 
Mr.  W.  E.  MacEwen,  chairman  of  the  transportation  committee 
of  the  Western  Petroleum  Refiners  Association,  voluntarily  wrote  on 
December  16,  1918,  as  follows: 

Without  goint^  into  the  details  of  the  matter,  it  Buffices  to  say  that  within  30  days 
there  was  such  an  improvement  that  from  that  time  on  there  was  never  a  shortage  ot 
tank  cars  in  the  oil  industry  in  the  western  field.  There  never  was  a  demand  made 
upon  the  western  oil  industry  that  they  were  not  able  to  meet  so  tar  as  transportation 
facilities  were  concerned.  There  never  was  a  time  that  there  was  not  at  least  a  day 
and  a  half's  loadin-  of  cars  on  hand.  Durina;  the  first  10  months  of  the  year  there 
was  loaded  from  the  Mid-Continent  field  256,082  cars^— 
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Senator  Gore.  How  many  ? 

Director  General  McAdoo.  256,082.  ^ 

compared  with  200,603  cars  for  the  same  period  of  1917,  an  increase  of  55,479  cars 
with  practically  no  increase  in  the  amount  of  equipment.    From  April  20  to  November 
30,_inclusive,  there  was  loaded  from  the  Mid-Continent  field  a  total  of  3  585  solid 
trains  of  oil,  containing  100,530  care.  ' 

In  the  month  of  January  the  mileage  per  car  per  day  on  tank  cars  of  western  refiners 
was  26.1();  m  June,  56.27;  and  in  September,  58.4;  an  increase  of  100  percentinthe 
mileage  ]Derformance._  ^^Tiat  was  accomplished  in  the  oil  industry  is  one  of  the  most 
concrete  illustrations  in  the  history  of  railroading  of  the  economic  gain  by  the  cooper- 
ation between  the  shipping  public  and  the  railroads. 

That  is  the  end  of  Mr.  MacEwen's  letter.  I  may  say  that  at 
about  that  time  the  conditions  in  the  oil  industry  were  so  acute 
that  great  pressure  was  brought  on  the  Railroad  Administration  to 
place  immediately  a  large  order  for  additional  tank  cars.  It  would 
have  been  impossible  to  get  them  quickly.  Steel  was  demanded 
for  the  alhes  to  such  an  extent,  and  for  our  own  needs,  that  it  was 
impossible  to  devote  any  considerable  amoimt  of  steel  to  the  con- 
struction of  equipment.  We  took  over  the  control  of  all  tank  cars 
of  the  country,  and  by  consolidating  their  usefulness  and  operating 
them  -through  one  control  we  accomplished  these  results  without 
the  purchase  of  additional  equipment. 

In  order  to  furnish  the  pubhc  a  medium  for  communicating  di- 
rectly with  the  Railroad  Administration  concerning  bad  service,  the 
Bureau  for  Suggestions  and  Complaints  was  established  with  very 
helpful  results.  Many  constructive  criticisms  have  been  received 
and  acted  on.  _  A  total  of  1,328  commendations  and  714  complaints 
of  individual  discourtesy  or  incompetence  have  been  received  during 
the  16  v.eeks  since  the  formation  of  the  bureau  to  December  24° 
1918.  The  commendations  have  outnumbered  the  complaints  al- 
most two  to  one.  This  in  itself  is  a  tribute  to  the  railroad  employees 
of  the  Nation.  Other  letters  have  been,  received  calling  attention 
to  "organic"  defects  in  railroad  service.  A  sharp  decrease  in  the 
number  of  complaints  has  marked  the  return  of  peace  and  the  conse- 
quent improvement  of  service. 

PROPERTY  PROTECTION, 

Promptly  after  the  inauguration  of  Federal  control,  attention  was 
directed  toward  minimizing  the  enormous  drain  upon  railroad 
revenues  as  a  result  of  loss,  as  well  as  damage  to  freight,  and  the  ac- 
tivities of  thieves.  When  tliis  work  was  begun,  it  was  found  that 
shipments  of  aU  kinds  were  being  tampered  with  and  stolen.  Goods 
of  aU  lands  were  taken,  even  Army  supplies.  Red  Cross  shipments, 
and  Belgian  rehef  shipments.  Wliile  there  are  not  available  authentic 
statistics  as  to  the  volume  of  thefts  from  carriers  in  recent  years, 
for  1914  carriers  reported  to  the  Interstate  Commerce  Commission' 
a  total  of  $10,310,780.41  of  thefts  of  merchandise  from  cars  and 
terminals,  including  concealed  and  unlocated  losses.  The  principal 
thefts  have  been  of  four  classes: 

(1)  Thefts  of  merchandise  from  cars  and  terminals. 

(2)  Thefts  of  tools,  machinery,  appliances,  brasses,  etc. 

(3)  Padded  pay  rolls. 

(4)  Embezzlements. 
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The  following  statistics  reflect  the  activities,  as  far  as  reported  to 
the  Railroad  Administration,  of  the  police  agencies  of  the  carriers 
under  the  direction  of  the  Railroad  Administration  for  April  1,  1918, 
to  December  1,  191 S: 

Arrests  for  thefts   ■'^g' 

Convicted   g'  075 

Pending   o' 941 

Employees  arrested   :;7e"^4 

Value  of  goods  recovered   ^^^^^ 

Number  of  sentences  imposed  of  one  year  or  over   509  63 

Fines  imposed   >*  0  > 


ECONOMIES. 

During  the  war  period,  essential  war  necessities  had  to  be  met 
re<^ardless  of  cost.  In  peace  time,  naturally,  one  of  the  chief  aims 
of'' railroad  operation  should  be  the  saving  of  money.  But  even 
thouo-h  expense  could  not  be  made  the  first  consideration  during  the 
war,  strict  attention  was  given  to  this  point,  and  orders  were  issued 
to  effect  savings  wherever  possible  without  interfering  with  the  war 
program.  Many  of  the  economies  brought  about,  such  as  rerouting, 
comm-on  use  of  terminals,  etc.,  will  be  reflected  but  shghtly  m  the 
operating  income  accounts  of  the  carriers  for  the  year  1918;  that  is, 
this  past  year.  They  will  appear  fully  m  the  statements  for  the  year 
1919.  Nevertheless,  reports  so  far  received  from  five  of  the  seven 
reo-ions  show  that  on  a  group  of  selected  principal  items,  savings 
totahng  $85,576,424.71  have  been  effected  in  the  period  from  Decem- 
ber 31,  1917,  to  December  31,  1918.  Reports  from  the  two  remaining 
regions  are  not  yet  available.  .    i   1  , 

The  specific  items  which  produced  tliis  savmg  include  the  unifica- 
tion of  terminals  and  stations,  the  elimination  of  passenger  service, 
reductions  in  organizations,  and  miscellaneous  economies. 

Equipment  has  been  saved  by  the  elimination  of  nonessential 
passenger  trains;  by  the  common  use  of  freight  cars;  the  common  use 
of  repair  shops.  I  want  to  emphasize  the  common  use  of  freight 
cars  and  the  common  use  of  repair  shops;  the  emergency  use  of  the 
Pennsylvania  Hudson  River  tubes  for  the  movement  of  anthracite 
coal  from  the  Jersey  terminals  to  Long  Island,  a  step  which  could 
not  have  been  taken  under  private  control,  merely  an  emergency 
use;  the  introduction  of  the  coal-zone  plan  in  cooperation  with  the 
Fuel  Administration,  which  resulted  in  the  saving  of  car-miles  and 
permitted  the  production  and  transportation  of  several  million  tons 
more  coal  than  would  otherwise  have  been  possible;  the  utilization  of 
the  Cape  Cod  Canal  for  the  transportation  of  coal  to  New  England; 
the  operation  of  locomotives  under  steam  from  factories  to  the  point 
of  delivery,  instead  of  hauhng  them  as  dead  freight  in  the  past;  the 
introduction  of  the  "sailing-day  plan"  for  less  than  carload  freight; 
the  establishment  of  special  organizations  to  handle  refrigerator 
and  tank  cars,  and  the  elimination  of  circuitous  routes. 

During  the  first  7  months  of  Federal  control  alone  an  aggregate 
of  21,000,000  passenger  train-miles  a  year  was  done  away  with  in  the 
territory  west  of  Chicago  and  the  Mississippi  River,  while  in  the 
eastern  territory  26,420,000  passenger  train-miles  were  eliminated. 
Without  this  saving  in  motive  power  and  equipment  the  moving  of 
millions  of  troops  could  not  have  been  achieved  successfully. 
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UNIFICATION  OF  TERMINALS. 

It  having  been  shown  that  bad  terminal  conditions  were  proving 
a  serious  handicap  to  the  necessary  transportation  business,  terminal 
managers  were  appointed  at  the  larger  terminals  with  jurisdiction 
over  the  facilities  of  all  lines.  Successful  efforts  have  been  made  to 
route  freight  so  as  to  arrive  at  the  specific  terminal  where  it  was  to 
be  disposed  of.  Interchange  switching  in  terminals  has  been  largely 
eliminated.  The  report  on  operations  and  the  reports  of  the  various 
regional  directors  will  give  in  detail  what  has  been  accomplished  in 
this  respect,  but  it  is  worth  noting  at  this  point  that  at  the  Chicago 
terminals  it  has  been  the  practice  in  the  past  to  reconsign  practically 
all  coal  after  arrival.  Under  Federal  control,  as  a  result  of  coopera- 
tion with  producers,  66  per  cent  of  the  coal  arriving  in  Chicago 
during  August  was  consigned  directly  to  consumers  from  the  mines, 
and  cross  hauling  between  terminal  lines  was  greatly  reduced  through 
the  same  cooperation. 

Marked  convenience  to  the  public  resulted  from  the  utilization  of 
the  Pennsylvania  Station  at  New  York  by  the  Baltimore  &  Ohio 
and  Lehigh  Valley  passenger  trains.  I  am  citing  these  two  instances 
only  to  illustrate  the  effectiveness  of  the  plan  adopted. 

SOLID  TRAINS.  . 

In  order  to  meet  the  extraordinary  war  demand,  and  rush  food  and 
other  supplies  through  to  destination,  arrangements  were  made 
early  in  the  year  for  the  forwarding  of  consolidated  trains  of  export 
freight,  principally  war  supplies,  of  food,  grain,  munitions,  etc. 
Under  this  arrangement,  a  total  of  5,090  special  export  trains  have 
been  handled  from  Western  terminals,  containing  124,198  cars  of 
export  freight,  in  the  Eastern  Region,  the  trains  being  filled  out  with 
other  freight  to  make  the  full  train-load  as  required.  With  the  con- 
currence and  cooperation  of  shippers,  plans  were  made  to  put  into 
effect  in  June,  for  assembling  live  stock,  fresh  meat,  live  and  dressed 
poultry,  and  perishable  freight,  in  solid  trains,  and  forwarding  them 
from  Chicago,  St.  Louis,  Cincinnati,  Buffalo,  and  other  Western  points, 
on  specific  days  of  the  week,  via  roads  best  fitted  to  handle  them, 
resulting  in  a  reduction  in  the  feeding  requirements  for  live  stock  and 
in  the  number  of  fast  freight  trains  required  to  handle.  In  the  East- 
ern Region,  the  decrease  in  Chicago  alone,  has  been  11  trains  per  day, 
and  the  average  cars  per  train  of  high  class  and  perishable  freight 
has  been  increased  from  23  to  36.  Grain,  oil,  and  cotton  are  bemg 
consolidated  and  forwarded  in  train-load  lots  from  Western  points, 
resulting  in  a  large  saving  in  labor,  in  switching,  eliminating  cross 
hauls  and  facilitating  movements.  In  the  Eastern  Region  alone,  a 
total  of  981  special  oil  trains  have  been  run  since  June  1,  containing 
a  total  of  25,034  cars. 

ELIMINATION  OF  CIRCUITOUS  ROUTES. 

One  of  the  most  wasteful  practices  in  railroad  operation  in  the  past 
has  been  the  use  of  circuitous  routes  in  the  handling  of  freight  traffic, 
often  for  competitive  reasons.  General  Order  of  the  Director  Gen- 
eral No.  1  directed  that  everything  possible  be  done  to  alter  this 
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condition.  In  order  to  economize  in  rolling  stock  and  motive  power 
comprehensive  studies  were  undertaken  for  the  purpose  of  developing 
new  routes  which  would  not  only  be  shorter  but  more  economical 
and  efficient.  As  a  result,  car,  engine,  and  train  miles  have  been 
saved,  and  the  shipping  public  has  been  benefited  because  more  cars 
have  been  available  and  more  expeditious  movement  of  traffic  has 
been  secured.  Shippers  were  not  responsible  for  the  former  extensive 
use  of  circuitous  and  uneconomical  routes,  as  this  routing  was  largely 
influenced  by  the  agents  of  the  interested  railroads.  Shippers  have 
gladly  responded  to  what  are  now  the  combined  efforts  of  all  railroad 
representatives  under  Federal  control  to  influence  the  use  of  direct 
and  economical  routes  and  consequently  the  original  routing  as 
specified  hj  shippers  is  now,  geneially  speaking,  in  accordance  with 
the  established  routing  instructions,  and  extensive  diversions  are 
unnecessary.  Therefore  the  increase  in  efficiency  can  not  be  meas- 
ured by  the  car-miles  saved  through  diversions  of  freight  in  transit. 
The  savings  in  distance  via  many  of  the  new  routes  is  so  great  as  to 
merit  special  mention.  One  from  Los  Angeles  to  Dallas  and  Fort 
Worth  is  over  500  miles  shorter  than  the  one  formerly  used ;  another 
from  the  oil  fields  of  Casper,  Wyo.,  to  Montana  and  Washington 
State  points  is  880  miles  shorter;  fruit  from  southern  California  to 
Ogden  is  hauled  201  miles  less;  and  a  new  route  l^etween  Kansas 
City  and  Galveston  has  been  developed  which  is  289  miles  shorter 
than  the  1,121  miles  previously  traversed  via  one  of  the  lines.  The 
ore  traffic  moving  from  Minneapolis  and  Michigan  mines  to  Lake 
Superior  and  Lake  Michigan  ports  was  rerouted  with  gratifying 
results.  During  the  ore  shipping  season,  a  total  of  64,770  loaded  and 
empty  cars  were  rerouted  with  a  saving  of  3,577,464  car-miles.  That 
is  on  the  handling  of  the  ore  from  the  Missabe  Iron  range  alone. 
A  few  other  typical  cases  of  shortening  of  routes  follow: 


Between- 


Duluth  

Do  

Chicago  

Do  

Do  

Do  

Do  

Do  

Do  

Do  

Minneapolis  

Do  

Do  

Do  

Do  

Portland,  Oreg. . 

Do  

Everett,  Wash., 
Billings,  Mont  

Do  

Butte,  Mont  

Chicago  

Do  


And— 


Chicago  

Milwaukee  

Kansas  City  

 do  

Milwaukee  

Mason  City,  Iowa 

Little  Rock  

St.  Louis  

Minneapolis  

St.  Paul  

Des  Moines  

Kansas  City  

Omaha  

Peoria,  ni  

St.  Louis  

Ogden,  Utah  

St.  Paul  

Spokane  

Butte,  Mont  

Spokane  

Great  Falls  

Clinton,  Iowa  

Sioux  City,  Iowa. 


Long  route. 


C.,B.  &  Q.-N.  P  

C.,M.  &  St.  P.-N.  P.. 

C.  G.  W  

C.  &  E.  I.-M.  P  

Soo  Line  

C.  &  A.-M.  &  St.  L... 

C,  R.  I.  &  P  

C.,R.  I.  &P.  &St.  L.. 

C.,R.  I.  &  P  

I.  C.-M.  &  St.  L  

C,  B.  &  Q  

C.,M.  &St.  P  

C,  B.  &  Q  

Soo-C.  &  A  

 do  

S.  P.  lines  

U.  P.-C.  G.  W  

N.  P  

G.  N  

 do  

C,  M.  &  St.  P  

C,  R.  I.  &  P  

C,  B.  &  Q  


Miles. 


606 
499 
596 
573 
145 
490 
1,277 
361 
524 
503 
614 
666 
736 
609 
742 
1,339 
2,127 
444 
405 
762 
387 
259 
615 


Short  route. 


Soo  Line, 
do.. 


A.  T.  &  S.  F  

C.  &  A  

C,  M.  &  St.  P... 

C.  G.  W  

C.  &  A.-M.  P.... 

C.  &  A  

C.  &  N.  W  

C.,M.  &  St.  P.... 

C,  R.  I  &  P  

 do    

C.,St.  P.,M.&0. 

C,  R.  I  &  P  

C,  B.  &  Q  

U.  P.  lines  

S.  P.  &  S.-G.  N.. 

G.  N  

N.  P  

 do  

G.  N  

C.  &  N.  W  

I.  C  


Miles. 


465 
376 
458 
483 
85 
373 
&33 
284 
408 
412 
270 
494 
377 
458 
617 
857 
,815 
306 
236 
613 
171 
138 
509 


Saving 

in 
miles. 


141 
123 
138 

90 

60 
117 
644 

77 
116 

91 
344 
172 
359 
151 
125 
482 
312 
138 
109 
149 
216 
121 
106 


In  a  few  instances  it  has  been  necessary  to  increase  the  length  of 
hauls  temporarily  to  avoid  accumulations. 

By  rerouting,  a  total  of  16,86.3,633  car  miles  has  been  saved,  in 
the  Eastern  and  Northwestern  regions  alone.  At  the  writing  of 
this  report,  I  had  no  report  from  the  other  regions. 
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BETTER  OPERATION. 

more  ton  miles  with  a  decrease  of  2  1  n?r  pp;F^^  +    ■     '•iP^''  """^^^ 
decrease  of  5.8  per  cent  in  ^^aded  caVnS fes."  TVe\ve"a^^^^^^^ 
increased  from  655  tons  to  682  tons,  a  gain  of  41  per  ?fnt  and 
average  carfoad  increased  from  26.8  toL  to  29  tons   a  oj^'in  o  8  9 

the  actual  performance  o/JZSti^nst'Zon^Xt^'^tZt 


THE  PERMIT  SYSTEM. 


congestion.    It  means  controffinS  SI  traffl?  „f'  tT  >^*""«™<=y  o-- 
irnor  to  tlie  institution  of  the  permit  system  a 


EXTENSION  OF  GOVEKNMENT  CONTROL  OF  RAILROADS.  15 

shipper  could  deliver  his  stuff  to  the  raikoad,  get  the  bill  of  lading 
ifor  it,  and  they  would  take  it  regardless  of  the  abihty  of  the  con- 
isignee  at  destination  to  receive  it  and  unload  it  promptly  and 
release  the  equipment  for  other  service.  Of  course,  shippers,  as  a 
rule,  are  anxious  to  get  their  shipments  upon  trains,  get  their  bills 
of  lading,  to  make  drafts  against  them,  and  to  relieve  their  own 
factories,  naturally,  or  their  own  storerooms,  of  these  supphes. 
Now,  one  of  the  gi-eatest  difhculties  in  the  railroad  situation  is  m 
the  terminals  all  over  the  country,  especiallv  in  the  great  centers, 
and  so  long  as  shippers  were  allowed  to  make  those  shipments  re- 
gardless of  the  ability  of  the  consignees  to  promptly  remove  them 
from  terminals  and  from  cars,  you  can  see  that  there  was  no  control 
over  the  situation.  As  a  war  necessity  we  had  to  put  into  effect 
what  we  call  the  "permit  system,"  and  we  would  allow  a  shipment 
to  be  made  only  when  the  consignee  was  prepared  to  receive  it 
promptly  and  remove  it  from  the  cars  and  release  the  equipment 
so  it  could  be  put  back  into  service. 

WAR  CHANGES. 

Some  of  the  means  used  to  bring  about  the  desired  result  were 
strictly  war  measures  and  probably  could  not  or  should  not  be 
utiUzed  in  time  of  peace.  For  instance,  this  is  true  with  regard  to 
"  the  elimination  of  many  passenger  trains,  although  passenger  trains 
run  merely  for  competitive  reasons  are  often  wasteful  .and  do  not 
give  the  needed  service  to  the  pubhc. 

The  Exports  Control  Committee,  which  has  played  a  vitally  im- 
portant part  in  the  proper  handling  of  supplies  for  overseas  ship- 
ment, probably  could  not  be  operated  under  peace  conditions, 
although  under  unified  control  an  important  adjustment  of  traffic 
to  port  capacity  will  be  practicable,  even  under  peace  conditions. 

REFORMS  WHICH  SHOULD  BE  CONTINUED  UNDER  PEACE  CONDITIONS. 

Many  of  the  changes  in  railroad  operation  inaugurated  during 
the  period  of  the  last  year  should  prove  of  permanent  value  and 
should  continue,  if  possible,  whatever  form  of  control  is  decided  upon 
for  the  railroads.    Such  reforms  include: 

1.  The  maintenance  of  the  permanent  system,  which  I  have  just 
described,  so  as  to  control  the  traffic  at  its  source. 

2.  The  maintenance  of  heavy  loads  for  cars. 

3.  The  pooling  of  repair  shops. 

4.  The  elimination  of  circuitous  routes — freight  routes;  circuitous, 
roimd-about  routes. 

5.  The  unification  of  terminals. 

6.  The  maintenance  of  the  "sailing-day  plan." 

7.  The  consolidation  of  ticket  offices.  .  . 

8.  The  utilization  of  imiversal  mileage  tickets. 

9.  The  standardization  of  equipment. 

10.  The  maintenance  of  uniform  freight  classification  introduced  by 
the  United  States  Eailroad  Administration. 

11.  "  The  maintenance  of  common  time  tables  between  important 
points. 
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12.  The  maintenance  of  high  demurrage  rates  and  uniform  rules. 

13.  The  establishment  of  tlirough  waybilling  freight  from  points 
of  origin  to  destination. 

14.  Eendering  unnecessary  the  rebilling  by  connecting  or  inter- 
mediate routes. 

15.  The  elmiination  of  the  old  practice  of  paying  in  mileage  or  per 
diem  rental  for  the  use  of  freight  or  passenger  cars  of  one  carrier  by 
another. 

16.  The  simplification  of  the  old  practice  of  apportioning  interline 
passenger  revenue. 

17.  The  utilization  of  water  routes  for  the  relief  of  crowded  rail 
lines. 

WASTEFUL  COMPETITION. 

Some  of  these  reforms  can  be  continued  should,  the  roads  be  returned 
to  private  operation;  others  can  not.  Competition  and  self-interest 
dictate  that  when  tlie  roads  are  under  private  control  each  carrier 
gets  as  much  business  as  possible  and  keeps  it  regardless  of  the  fact 
that  the  aggregate  result  may  be  wasteful  and  uneconomical.  For 
instance,  where  two  or  more  competing  lines  operate  between  two 
important  cities,  the  convenience  of  the  public  can  best  be  served  if 
alternating  trains  be  operated  at  short  intervals  over  the  different 
roads.  Competition,  however,  always  results  in  each  of  the  roads 
"bunching"  their  trains  at  the  times  when  the  demand  for  trans- 
portation is  heaviest.  Competing  lines  can  hardly  be  expected  to 
route  freight  over  the  lines  of  competitors  even  though  these  com- 
peting lines  may  have  the  shorter  routes  and  be  able  to  handle  this 
particular  traffic  more  economically.  Lines  with  advantageous  ter- 
minal facilities  can  not  be  expected  mider  private  control  to  place 
such  facilities  at  the  disposition  of  competitors  operating  under  less 
favorable  circumstances.  One  company  will  not  forego  loading  and 
hauling  trafl&c  even  though  this  seriously  embarrasses  the  general 
situation  because  its  connections  can  not  conveniently  receive  and 
dispose  of  the  traffic.  Private  carriers  may  not  enforce  rules  which, 
although  designed  to  brhig  about  efficiency  and  economy,  might  diive 
business  away  from  their  lines.  All  the  waste  resulting  from  these 
practices  and  running  into  huge  costs  is  paid  for  by  the  public  in  the 
form  of  increased  rates. 

PUBLIC  SERVICE  FREIGHT  BUREAUS. 

Under  private  control  of  railroads,  and  for  competitive  reasons, 
practically  all  railroads  maintain  so-called  off-lines  agencies,  the 
original  function  of  which  was  solicitation  of  traffic.  These  off-line 
agencies  were  abandoned  by  the  Railroad  Administration  for  the 
reason  that  the  competitive  causes  which  gave  rise  to  their  establish- 
ment no  longer  existed.  It  was  found,  however,  that  in  some 
measure  these  agencies  had  performed  real  service  to  the  pubhc  and 
therefore  the  estabhslmaent  of  pubhc  service  freight  bureaus  has  been 
begun  with  a  force  trained  to  handle  for  sliippers  matters  which  were 
formerly  handled  by  the  off-line  agencies. 
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LABOR. 

The  participation  of  America  in  the  European  War  with  the 
consequent  shortage  of  man  power  available  in  this  country  and  the 
increase  in  the  cost  of  Hving  has  made  the  reilroad  labor  problem  a 
difficult  one  during  the  past  year.  However,  the  great  bulk  of 
railroad  labor  has  demonstrated  a  fine  spirit  of  patriotism  and  has 
cooperated  heartily  with  the  Government.  The  labor  troubles  which 
were  facing  the  railroads  when  they  went  imder  Govenmaent  control 
were  practically  all  eliminated  and  with  a  few  exceptions  there  has 
been  quiet  in  the  railroad  labor  world  during  the  last  12  months. 

In  order  to  place  railroad  labor  upon  a  hving  wage  and  provide  fair 
working  conditions,  an  investigation  into  labor  conditions  on  the 
railroads  was  begin  immediately  after  the  carriers  were  taken  by 
the  Goverimient,  with  the  result  that  many  reforms  in  working 
conditions,  decreases  in  the  hours  of  labor  and  increases  in  the  rates 
of  pay  have  resulted.  These  investigations  have  been  continued 
since  the  machinery  was  set  up  for  the  thorough  investigation  and 
hearing  of  aU  grievances  and  representations  about  wages  and 
working  conditions.  The  machinery  generally  has  recognized  the 
so-called  "bi-partisan"  principal  of  equal  representation  of  employer 
and  employee  on  boards.  Decisions,  however,  have  always  been 
made  by  the  Director  General  since  he  is  charged  with  that  responsi- 
bility as  the  chief  representative  of  the  Goverimient.  A  Director  of 
Labor  was  appointed  in  the  person  of  IVIr.  W.  S.  Carter,  president  of 
the  Brotherhood  of  Railway  Engineers  and  Firemen  who  was  placed 
on  an  equal  footing  with  the  heads  of  other  divisions,  over  which 
directors  presided. 

The  critical  labor  conditions  are  strikingly  brought  out  in  the  report 
of  the  Railroad  Wage  Commission,  composed  of  Hon.  Franklin  K. 
Lane,  Secretary  of  the  Interior,  Charles  C.  McChord,  of  the  Interstate 
Commerce  Commission,  Wilham  R.  Wilcox,  of  New  York,  and 
J.  Harry  Covington,  of  Washington,  appointed  January  18,  1918,  to 
"make  a  general  investigation  of  the  compensation  of  persons  in 
railroad  service,  the  relation  of  railroad  wages  to  wages  in  other 
industries,  the  conditions  respecting  wages  in  different  parts  of  the 
country,  the  special  emergency  respecting  wages  which  exists  at  this 
time  owing  to  war  conditions  and  high  cost  of  living,  as  weU  as  the 
relation  between  different  classes  of  lailroad  labor." 

This  conamission  heard  representatives  of  every  class  of  employees, 
organized  and  imorganized,  railroad  officials,  and  experts  on  the 
subject,  and  examined  hundreds  of  written  statements  and  personal 
letters  from  employees.  The  requests  presented  to  the  commission 
for  wage  increases,  if  granted,  would  nave  involved  an  outlay  of 
something  over  one  billion  dollars  per  year  in  excess  of  wages  paid  in 
1917.  In  its  report,  the  commission,  after  reciting  the  various  de- 
mands for  wages  made  by  railroad  labor  in  1916  and  1917  and  review- 
ing increases  given  by  the  railroads  under  private  control,  said : 

But  these  advances  were  not  in  any  way  uniform,  either  as  to  employments,  or  aa 
to  amounts,  or  as  to  roads,  so  that  one  class  of  labor  benefited  much  more  than  another 
on  the  same  road,  and  as  between  roads  there  was  the  greatest  divergence.  The 
situation  has  been  dealt  with  as  pressure  made  necessary,  and  naturally  those  who, 
by  oi^anization  or  through  force  of  competition,  could  exert  the  most  pressure  fared 
the  best.    Things  came  to  a  head  just  before  the  Government  took  over  the  railroads. 

102009°— 19  -2 
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Another  three  months  of  private  management  and  w  e  would  have  seen  much  more 
extensive  concessions  in  wages,  or  there  would  have  followed  an  unfortunate  series  of 
labor  disturbances.  The  Government,  therefore,  has  now  to  meet  what  would  have 
come  about  in  the  natural  course. 

Indeed,  the  patience  of  the  men  was  only  allayed,  after  Government  intervention, 
by  the  assurance  that  the  matter  of  wages  would  be  promptly  taken  up  and  that  the 
awarded  increases  would  be  retroactive  as  of  January  1  of  this  year. 

The  commission  further  said: 

It  has  been  a  somewhat  popular  impression  that  railroad  employees  were  among  the 
most  highly  paid  workers,  but  figures  gathered  from  the  railroads  dispose  of  this 
belief.  Fifty-one  per  cent  of  all  employees  during  December,  1917 — that  is, .more 
than  a  million  employees — received  $75  per  month  or  less,  and  80  per  cent  received 
$100  per  month  or  less.  Even  among  the  locomotive  engineers,  commonly  spoken  of 
as  highly  paid,  a  preponderating  number  received  less  than  $170  per  month,  and  this 
compensation  they  have  obtained  ))y  the  most  compact  and  complete  organization, 
handled  with  a  full  appreciation  of  all  strategic  values. 

Between  the  grades  receiving  from  $150  to  $250  per  month  there  is  included  less 
than  3  per  cent  of  all  the  (excluding  ofhcials)  and  these  aggregate  less  than  60,000  men 
out  of  a  grand  total  of  2,000,000. 

These,  it  is  to  be  noted,  are  not  prewar  figures— 

I  am  still  reading  from  the  report — 

they  represent  figures  after  a  year  of  war.  and  two  years  of  rising  prices.  And  each 
dollar  now  (the  report  was  made  ."Vpr.  30,  1918)  represents  in  its  power  to  purchase  a 
place  in  which  to  live,  food  to  eat,  and  clothes  to  wear,  but  71  cents  as  against  the  100 
cents  of  January  1,  1916. 

WAGES.  ■ 

Wage  increases  granted  during  the  year  are  estimated  to  aggregate 
between  $600,000,000  and  $700,000,000  per  annum  and  in  a  large 
part  were  retroactive  from  January  1,  1918.  These  wages  were  fixed 
not  upon  the  theory  that  the  railroads,  a  permanent  industry,  should 
compete  in  prices  paid  labor  with  the  transient  war  industries,  many 
of  which  paid  very  high  wages  in  order  to  attract  labor.  Rather  the 
effort  was  made  to  find  a  just  and  equitable  basis  which  would  out- 
live the  war  and  which  would  give  a  living  wage  and  decent  working 
conditions  to  every  railroad  employee.  Efforts  have  been  made  to 
eliminate  inequalities,  and  while  this  work  has  not  been  finished,  it 
has  been  cliieny  done. 

CONDITIONS  OF  EMPLOTMENT. 

On  February  21  General  Order  No.  8  was  issued,  containing,  among 
other  things,  the  following: 

No  discriminations  will  be  made  in  the  employment,  retention,  or  conditions  of 
employment  of  employees  because  of  membership  or  nonmenbership  in  labor 
organizations. 

This  has  had  the  effect  of  many  railroad  employees  joining  labor 
unions  who  previously  were  not  affiliated  with  them.  At  the  same 
time  equal  consideration  has  been  shoAvn  employees  who  were  not 
members  of  unions,  and  individual  employees  have  been  heard  on  an 
e([uality  with  representatives  of  the  unions.  The  principle  of  the 
eight-hour  day  was  recognized  early  and  strengthened  whenever 
possible. 

Special  efforts  have  been  made  to  better  the  working  conditions  of 
the  women  in  railroad  service,  and  a  special  women's  section  was 
established  in  the  labor  division  to  investigate  conditions  surround- 
ing women  so  employed  and  apply  remedies  where  unfavorable  con- 
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ditions  were  found  to  exist.    In  General  Order  No.  27  it  was  ordered 
that — ■ 

When  women  are  employed  the  working  conditions  must  be  healthful  and  fitted 
to  thei?  needs.  The  laws  enacted  for  the  government  of  their  employment  must  be 
obser^^d  and  their  pay,  when  they  do  the  same  class  of  work  as  men,  shall  be  the 
same  as  that  of  men. 

In  the  same  order  it  was  provided  that  where  negroes  performed 
the  same  service  as  whites  they  should  receive  the  same  pay  bs 
whites. 

LABOR  SHORTAGE. 

The  necessity  for  manning  the  American  military  railways  in 
France  ^vith  trained  American  railway  men,  and  the  mduction  into 
other  branches  of  the  Army  and  Navy  through  vomntarv  enlistments 
or  through  the  draft,  of  many  railroad  employees,  added  to  the  ditti- 
culties  throughout  the  year,  since  at  no  time  m  the  history  ot  the 
American  railroads  has' there  been  a  greater  need  for  tTamed  and 
skilled  railway  help  than  during  the  war  period.  ,  This  difficulty  was 
greatly  increased  by  the  influenza  epidemic  during  the  last  half  ot 
the  year,  which  very  seriously  interfered  with  the  operation  ot  the 
railroads  for  several  months.  . 

In  this  connection  I  mav  sav  that  a  very  serious  handicap  was 
imposed  upon  the  Government  operations  during  the  year,  not  only 
because  of  labor  shortage,  but  on  account  of  the  necessity  oi  em- 
ploying green  and  unskifled  men,  which  very  seriously  hampered  the 
operations  in  man}^  directions. 

EXPENDITURES  FOR  CAPITAL  ACCOUNT. 

On  February  2,  1918,  all  lines  under  Federal  control  were  directed 
to  prepare  and  send  in  budgets  of  improvements  immediately  re- 
quired to  increase  capacity  and  efficiency,  and  to  promote  safety  m 
operations;  and  in  the  letter  of  instructions  the  following  policy  was 
prescribed: 

In  determining  what  additions  and  betterments,  including  equipment,  and  what 
road  extensions  should  be  treated  as  necessary,  and  what  work  akeady  entered  upon 
should  be  suspended,  please  be  guided  by  the  following  general  principles: 

(a)  From  the  financial  standpoint  it  is  highly  important  to  avoid  the  necessity  for 
raisin^  any  new  capital  which  is  not  absolutely  necessary  for  the  protection  and 
development  of  the  required  transportation  facilities  to  meet  the  present  and  pros- 
pective needs  of  the  country's  business  under  war  conditions  From  the  standpoint 
of  the  available  supplv  of  labor  and  material,  it  is  likewise  highly  unportant  that  this 
supply  shall  not  be  Absorbed  except  for  the  necessary  purposes  mentioned  in  the 
preceding  sentence. 

You  may  see,  gentlemen,  that  that  policy  had  a  direct  bearing 
upon  the  general  financing  of  the  Government's  needs  m  the  war. 
It  was  very  necessary  to  adhere  to  it  strictly. 

(h)  Please  also  bear  in  mind  that  it  may  frequently  happen  that  projects  which 
mic'ht  be  reo-arded  as  hishly  meritorious  and  necessary  when  viewed  from  the  separate 
staSidpoint  of  a  particular  companv  may  not  be  equally  meritorious  or  necessary  under 
existinc'  conditions,  when  the  Government  has  possession  and  control  of  the  railroads 
eenerally  and  therefore  when  the  facilities  heretofore  subject  to  the  exclusive  control 
of  the  separate  companies  are  now  available  for  common  use  whenever  such  common 
use  will  promote  the  movement  of  traffic. 

The  budgets  submitted  in  response  to  these  instructions  called  for 
expenditures  chargeable  to  capital  account— that  is,  exclusive  of 
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large  sums  chargeable  to  maintenance— amounting  in  the  aggregate 
to  $1,329,000,000,  which  upon  careful  revision  was  reduced  to 
$975,000,000.  I  wish  to  say  that  these  budgets  were  submitted  by 
the  corporations  themselves  which  were  at  that  time  still  in  control 
of  the  properties  and  were  operating  them  under  the  direction  of  the 
Director  General.  So  that  these  are  the  budgets  which  were  pre- 
sented by  the  railroad  corporations  and  represented  what  they 
thought  it  was  necessary  or  desirable  to  do  to  their  respective  prop- 
erties^. This  amount,  $975,000,000,  which  was  first  authorized  by 
the  Division  of  Capital  Expenditures,  was  subsequently  increased 
from  time  to  tune  by  new  and  unforeseen  requirements,  and  particu- 
larly by  large  orders  for  locomotives  and  freight  cars,  until  the 
unprovements  definitely  authorized  to  December  1,  1918,  amounted 
to  $1,254,396,158.  Of  this  amount  $551,925,525  is  for  additions  and 
betterments;  $656,048,745  for  equipment,  and  $46,421,888  for  con- 
struction of  extensions,  branches,  and  other  hues. 

The  expenditures  thus  authorized  were  for  improvements  classified 
as  follows: 


Class  of  work. 


ADDITIONS  AND  BETTERMENTS. 


1. 

2. 

3. 

4 

5. 

6. 

7. 

8. 

9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
34. 


Widening  cuts  and  fills,  lilling  trestles,  etc  

Ballasting  

Rails  and  other  track  material  

Bridges,  trestles,  and  culverts  

Tunnel  and  subway  improvements    

Track  elevations  or  depressions  .' . . . 

Elimination  of  grade  crossings          

Grade  crossings  and  crossing  signals  

Additional  main  tracks  

Additional  yard  tracks,  sidings,  and  industry" tracks" 

Changes  of  grade  or  alignment  

Signals  and  interlocking  plants  

Telegraph  and  telephone  lines      

Roadway  machinery  and  tools        

Section  houses  and  other  roadway  buildiiigs .... 

Fences  and  snowsheds  

Freight  and  passenger  stations,  office  buildings .  .  .  .  .  . 

Hotels  and  restaurants  

Fuel  stations  and  appurtenances  ".[[[..[....[ 

Water  stations  and  appurtenances      

Shop  buildings,  engine  houses,  and  appurtenance's 

Shop  machinery  and  tools  

Electric  power  plants,  substations,  etc.... ".' 

Wharves  and  docks  

Coal  and  ore  wharves            

Grain  elevators  and  storage  wareliotis'es'.      

Real  estate  

Assessments  for  public  improvements'          

All  other  improvements  ' 

Total  


EQUIPMENT. 


35'  Locomotives,  steam  

Locomotives,  steam  (ordered  by  'iVaiiroad'Admini's't'r'a'tioiV)' 
36"  Locomotives,  other  


37'  Freight-train  cars. .  _ 

Freight-train  cars  (ordered  hy  Ra'iiroadAdrni'ni's't'r'a'tiori')' 
38"  Passenger-train  cars  


Passenger-train  cars    

39.  Work  equipment  '. 

40.  Motor  car  and  trailers  .  [ 

41.  F'loatmg  equipment  .  .  ] 

42.  Miscellaneous  equipment  

43.  Improvements  to  existing  equipment 


Improvements 
authorized  to 
Dec.  1,  1918. 


Total.. 


$7, 639, 469 
9, 852, 098 
32, 755, 702 
40, 637, 677 
4,041,957 
15,  278, 146 
12, 175,753 
3,570,222 
62,  532,  363 
125,  806,  775 
9, 089, 621 
16, 796, 192 
5,789,737 
1,979,206 
3,058.495 
2,198,411 
47, 963,. 570 
754,674 
8, 2.36, 725 
11,879.643 
57, 229, 566 
21,585,247 
22,454,729 
5,163,966 
5, 532, 284 
2,747,663 
4,298,182 
3,063,271 
7,814,181 


Capital  ex- 
penditures 

made  to 
Nov.  1,1918. 


551,925,525 


118,051,766 
76, 873,355 
2,360,538 
97,186,852 
289,460,000 
15,866,432 
7,677,891 
587,5.58 
5, 4 15,. 350 
629,621 
41,939,382 


44.  Construction  of  extensions,  branches','and'otii'e'r  fines. 
Total,  aU  work  


656,048,745 
46,421,888 


$3,694,433 
4, 017,. 570 
13,024,510 
20, 970, 333 

879,371 
3, 126, 307 
3,546, 618 

993,300 
25,. 378, 978 
47, 5.34,  458 
2,  887,221 
6,339,360 
2.395,406 
1,167,706 
2,119,588 

835, 903 
15, 690, 785 

297. 803 
3, 197.. 554 
5, 046. 824 
22,  627,  659 
6,383,153 
5,742,126 

874,390 
3,621,739 
2,111,911 
1,205,014 
1,385,321 
4,473,332 


210,568,673 


57, 256, 639 
28,621,655 
888, 772 
70,221,661 
59,193,472 
11,028,463 
1,748,404 
,58, 164 
650,411 
276, 169 
18,499,064 


248, 442, 873 
18,199,466 


1,254,396,158 


477,211,012 
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In  planning  improvements  chargeable  to  capital  account  other 
than  for  war  purposes,  the  rule  adopted  was  that  the  first  consider- 
ation should  be  safety  in  operations,  and,  secondly,  mcreased  capacity 
where  that  was  needed;  and  that  any  improvement  not  requu-ed  for 
these  purposes  should  be  deferred  until  after  the  war  unless  excep- 
tional cu-cumstances  should  make  it  necessary  earher.  Improve- 
ments designed  to  effect  permanent  economies  have  been  left  lor  the 
favoring  tunes  and  conditions  of  peace,  unless  the  economy  was  so 
great  that  substantially  the  entire  cost  could  probably  be  saved 
during  Federal  control.  ,      i  , 

The  effect  of  the  foregoing  policy  is  shown  by  the  above  statement, 
from  which  it  appears  that  much  the  largest  item  was  for  additional 
yard  tracks,  sidings,  etc.  The  second  largest  item  was  for  shop 
buildings,  engine  houses,  and  appurtenances;  and  the  thu-d  for 
additional  main  tracks,  and  by  the  large  orders  for  equipment  almost 
wholly  for  locomotives  and  freight  cars. 

In  addition  to  the  locomotives  and  freight  cars  under  order  by  the 
raihoad  companies  at  the  time  the  Government  assumed  control, 
additional  orders  were  placed  for  1,430  locomotives  for  1918  dehvery, 
at  an  estimated  cost  of  $78,193,200,  of  which  542  have  been  deUvered 
by  the  builders;  and  also  an  order  for  100,000  freight  cars  for  1918 
delivery  at  an  estimated  cost  of  $289,460,000,  of  which  there  has 
been  completed  and  delivered  to  date  14,650  cars.    An  additional 
order  for  600  locomotives  for  1919  delivery  has  also  been  placed,  in- 
volving an  expenditure  of  approximately  $37,842,268.    At  the  time 
these  orders  were  placed  it  was  supposed  that  the  war  might  last 
much  longer  than  the  year  1918.    In  that  connection,  it  may  be 
interesting  to  note  the  dates.    The  big  German  drive  on  Pans  started 
March  21,  1918,  and  on  April  30  the  Railroad  Administration  ordered 
1,400  additional  locomotives;  on  May  1  the  Railroad  Administration 
ordered  100,000  freight  cars,  and  shortly  after  that  time— I  haven't 
the  date  of  the  beginning  of  the  second  German  drive,  but  shortly 
after  that  the  second  German  drive  began,  when  they  crossed  the 
Marne,  and  which  was  stopped  afterwards  by  our  heroic  marines  at 
Chateau-Thiery  July  15.    Practically  all  of  this  equipment  has 
been  assigned  to  those  raihoads  whose  need  for  additional  power  and 
equipment  appeared  to  be  the  greatest.  _ 

COST  OF  COAL  AND  OTHER  SUPPLIES. 

The  cost  of  coal  and  practically  all  other  supplies  used  by  the  rail- 
roads increased  enormously  during  the  year  just  passed,  as  compared 
with  the  cost  during  the  year  1917.  The  increased  cost  of  fuel  for 
first  10  months  of  the  ])resent  year  was  $140,000,000  over  the  cost 
for  the  same  10  months  in  1917,  and  during  the  same  period  the  cost 
of  crossties  and  lumber  increased  approximately  $65,000,000.  The 
added  cost  of  coal  to  the  raihoads  increased  in  spite  of  the  fact  that 
economy  in  the  use  of  coal  was  exercised  to  such  an  extent  that,  for 
instance,  on  the  Chicago  &  Northwestern  Railroad  during  the  month 
of  October  the  number  of  pounds  of  coal  per  passenger  locomotive- 
mile  was  110.9  this  year,  as  compared  with  124.3  last-year,  and  the 
number  of  pounds  of  coal  per  passenger  train  car-mile  was  19.2  this 
year  as  compared  with  21.3  last  year,  and  yet  the  cost  of  locomotive 
fuel  per  locomotive-mile  was  34.9  cents  in  October,  1918,  as  compared 
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with  27.9  cents  in  October,  1917.  That  is  a  very  striking  illustra- 
tion of  the  increased  cost,  in  spite  of  the  economy  we  were  able  to 
practice  by  the  better  utilization  of  motive  power  under  Federal 
control.  On  the  Union  Pacific,  during  the  same  month,  the  number 
of  pounds  of  coal  per  passenger  locomotive-mile  this  year  was  115.6, 
as  compared  with  131.8  last  year.  On  the  same  line,  during  the 
same  month,  the  number  of  pounds  of  coal  per  passenger  train  car- 
mile  was  13.6  this  year  as  compared  with  18.2  last  year,  and  yet  the 
cost  of  fuel  per  locomotive-mile  was  33.2  cents  in  October,  1918, 
as  compared  with  32.6  cents  in  October,  1917.  On  the  Chesapeake 
&  Ohio  Railroad  the  number  of  pounds  of  coal  per  passenger  locomo- 
tive-mile during  the  same  month  was  136.1  this  year,  as  compared 
with  142.6  last  year.  The  number  of  pounds  of  coal  per  passenger 
train-mile  on  the  same  road  during  the  same  month  was  24.4 
this  year,  as  compared  with  24.9  last  year,  and  yet  the  cost  of  fuel 
per  locomotive-mile  was  35.3  cents  in  October, ,  1918,  as  compared 
wdth  29.8  cents  in  October,  1917.  That  is  characteristic  of  the  con- 
ditions on  the  leading  lines  throughout  the  country.  This  is  a  strik- 
ing illustration  of  the  fact  that,  although  you  economize  greatly  in 
the  use  of  the  coal,  the  cost  was  actually  much  greater. 

THE  INCREASE  IN  RATES. 

The  increase  in  wages  and  the  greatly  enhanced  cost  of  coal,  iron, 
and  steel,  and  other  supplies  necessary  for  the  railroads,  made  neces- 
sary the  increase  of  both  passenger  and  freight  rates  during  the  period 
of  Federal  control.  Flat  percentage  increases  were  necessary  to  ob- 
tain the  required  revenue,  but  continuing  and  successful  efforts  have 
been  made  since  to  eliminate  inequalities  naturally  incident  to  the 
adoption  of  such  a  plan — that  is,  the  percentage  plan.  These  new 
rates  did  not  go  into  effect  until  practically  six  months  of  Federal 
control  had  passed,  and  therefore  only  approximately  six  months' 
benefits  have  been  gained  from  them  during  the  past  year,  whereas 
increased  cost  of  labor,  coal,  and  other  supplies  has  operated  during 
the  entire  year.  Economies  in  operation  and  in  organization  have 
resulted  in  enormous  savings  but  have  not  fully  met  the  difference 
between  the  cost  of  operating  the  railroads  and  the  income,  for  the 
reason  stated.  The  benefits  of  these  savings  will  not  be  fully  realized 
until  the  operations  for  the  year  1919  are  completed.  Very  httle 
benefit  has  been  received  in  the  year  1918. 

INCREASED  COST  NECESSARY. 

The  increases  in  cost  of  operation  which  have  occurred  in  the  period 
of  Federal  control  undoubtedly  would  have  been  equally  operative 
had  the  roads  remained  under  private  control.  If  the  private  owners 
had  operated  the  railroads  during  the  past  year,  they  either  would 
have  had  to  increase  the  rates  as  the  Government  did  or  they  would 
have  had  to  face  an  enormous  deficit. 

FINANCIAL.  !  ■ 

The  financial  aspects  are  as  follows: 

From  the  reports  of  operations  for  10  months  ending  October  31, 
1918,  and  with  November  and  December  estimated,  the  net  operating 
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income  of  the  roads  under  Federal  control  will  be  less  by  anproxi- 
matelv^  $136,000,000  than  the  standard  retiirn  or  annual  rental  under 
the  law  the  Government  pays  for  the  use  of  the  railroads^  ihis  de- 
ficiency is  remarkably  small  m  the  cncumstances,  because  the  mcreases 
in  freight  and  passenger  rates  were  m  effect  for  only  a  little  more  than 
6  months  of  1918,  as  akeady  stated,  whereas  mcreased  wages  and  in- 
creased cost  of  fuel  and  aU  other  railroad  supphes  were  m  effect  for 
Jhe  enth-e  12  months.  If  the  mcreases  m  freight  and  passenger  rates 
had  gone  into  effect  January  1,  1918,  or  at  the  same  time  that  the 
increlsed  wages  and  cost  of  fuel  and  supplies  werit  mto  effect  it  i. 
estimated  that  there  would  have  been  a  substantial  surplus  for  the 
year  of  at  least  $100,000,000  to  the  Government.  , 

For  the  vear  1919,  with  all  wage  increases  granted  m  1918  oper- 
ating for  the  entire  12  months  and  upon  the  assumption  that  he 
traffic  for  1919  is  substantially  the  same  as  m  1918  and  that  the 
cost  of  fuel  and  supphes  remains  the  same,  it  is  estimated  that  there 
should  be  a  surplus  to  the  Government  over  and  above  the  standard 
return  of  approximately  $100,000,000.    That  is  for  this  year  1919, 
that  is  the  estimate.    It  is  to  be  expected,  however,  durmg  the  year 
1919  the  cost  of  material  and  supplies  may  be  reduced,  and  it  is  also 
reasonable  to  expect  that  with  improved  operation  under  norma 
conditions,  reUeved  of  the  intense  pressure  and  excessive  cost  incident 
to  the  war  necessity,  and  with  a  general  improvement  in  operations 
and  use  of  facilities  and  equipment  that  may  be  reasonably  expected 
in  peace  time,  many  more  economies  can  be  eftected.    Since  the  obj  ect 
of  the  Government  should  be  at  all  tmies  to  operate  the  railroads  not 
for  profit  but  at  cost,  and  to  render  at  the  same  time  the  best  possible 
service,  I  confidently  beheve  that  it  will  be  possible  during  the  year 
1919  or  certainly  at  the  end  of  the  year  1919,  to  effect  a  considerable 
reduction  in  ratis  unless  the  traffic  for  1919  should  be  much  less 
than  it  was  in  the  year  1918. 


INLAND  WATERWAYS. 


Hundreds  of  miUions  of  dollars  have  been  expended  by  the  Nation 
the  States,  and  citizens  for  the  purpose  of  deve  opmg  our  inland 
waterways  and  for  the  construction  of  canals.  Thousands  of  miles 
of  rivers,  canals,  lakes,  and  bays  are  ready  to  assist  m  moving  our 
products.  These  waterways,  with  the  exception  of  the  Great  Lakes, 
are  not  being  extensively  used. 

With  the  assumption  of  my  present  task,  I  appointed  a  committee 
to  make  a  prompt  investigation  and  to  suggest  a  definite  plan  lor 
the  additional  use  of  internal  waterways  for  the  economical  and 
expeditious  movement  of  the  traffic  of  the  country,  so  as  to  relieve 
or  supplement  the  raUways  under  the  conditions  caused  by  the  war. 
This  was  the  beginning  of  a  program  which  has  been  constantly 
pursued,  and  while  the  greater  urgency  for  raw  materials  m  war  work 
interfered  with  the  construction  of  steamers  and  barges,  IbO  steel, 
wood,  and  concrete  vessels  are  now  building  and  50  steel  and  wooden 
craft  have  been  purchased.  The  total  appropriation  for  old  and  new 
floating  equipment  exceeds  $11,750,000.  

1  This  figure  subsequently  was  changed  by  Director  General  to  $196,000,000  because  of  additional  er 
ports  received  by  the  Railroad  Administration. 
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The  increased  responsibilities  of  this  country  in  the  family  of  nations 
will  demand  greater  commercial  activity  on  om-  part.  Transportation 
is  a  major  problem,  for  on  account  of  the  extensive  area  of  our  country 
we  have  a  longer  average  haul  to  seaboard  than  other  industrial 
commonwealths.  It  has  seemed  to  me  evident  that  by  developing 
transportation  on  the  waterways  and  coordinating  and  articulating 
them  with  a  unified  railway  system,  we  shall  bring  about  a  correct 
solution  of  the  rail-water  controversy  which  has  been  in  progress 
for  50  years.  This  is  possible  with  the  railways  under  Federal  control. 
I  doubt  if  any  of  our  rivers  or  canals  will  become  active  factors  of 
transportation  if  the  railroads  are  turned  back  to  private  control. 
The  old  methods  of  railway  competition  with  the  waterways  doubtless 
will  be  revived  and  the  waterway  experiment  may  not  be  able  to 
survive  that  competition. 

In  furtherance  of  the  plans  for  waterways  transportation  a  Division 
of  Inland  Waterways,  with  two  subdivisions,  was  created,  the  Mis- 
sissippi-Warrior and  the  New  York  and  New  Jersey  Canal  Sections. 

Mississippi  River. — Service  on  the  Mississippi  was  inaugurated 
September  28  with  34  vessels.  Of  these,  23  are  leased  and  11  were 
purchased.  The  service  is  developing  satisfactorily,  and  as  tariffs 
for  joint  rates  with  the  raihoads  have  just  been  promulgated,  the 
valley  will  be  afforded  traffic  privileges  not  possible  in  the  days  of 
raUroad  competition.  Six  steel  steamers  or  towboats  and  40  (2,000- 
ton)  steel  barges  are  imder  construction  for  this  service.  The  ca- 
pacity of  the  Federal  fleet  between  New  Orleans  and  St.  Louis  will 
approximate  1,000,000  tons  annually. 

Warrior  River. — Nine  steamers  and  24  barges  were  purchased  for 
Warrior  River  service.  Six  steamers  and  20  barges  are  about  to  be 
constructed.  This  fleet  will  be  capable  of  carrying  600,000  tons 
southboimd  and  about  150,000  tons  northbound.  The  Federal  im- 
provements on  the  Warrior  are  complete  as  to  6  feet  of  water  and 
will  shortly  be  completed  as  to  8  feet  navigable  draft. 

New  Yorh  Barge  Canal. — The  congestion  existing  on  the  railroads 
in  the  early  part  of  1918,  and  the  war  emergency,  made  it  essential  to 
prepare  so  far  as  possible  for  such  use  of  this  important  waterway  as 
might  be  necessary  to  assist  the  railroads,  and  although  it  was  an- 
nounced officially  that  the  canal  was  completed,  there  was  practically 
no  private  building  of  equipment  for  use  on  the  canal,  and  many  of 
the  old  boats  were  being  diverted  to  other  uses.  During  the  season 
the  RaHroad  Administration  leased  and  operated  upward  of  200 
barges  on  the  New  York  State  Barge  Canal,  and  contracted  for  the 
construction  of  51  steel  and  21  concrete  barges.  Delivery  of  the  new 
barges  began  in  December.  Construction  was  delayed  on  account  of 
the  war  requirements  for  steel.  It  turned  out  that  the  canal  had 
only  7  feet  navigable  depth  at  the  opening,  and  it  was  not  until  mid- 
summer that  all  the  boats  could  be  loaded  to  fuU  capacity  for  opera- 
tion, and  as  the  terminals  and  rail  connections  were  unfuiished,  an 
economical  operation  was  not  possible.  In  fact,  8^  feet  of  navigable 
depth  was  the  maximum  in  the  canal  during  the  season.  The  rail 
congestion  of  last  winter  was  relieved  before  the  canal  season  opened. 
The  suspension  of  imports,  the  decrease  in  road  and  industrial  build- 
ing, and  the  deficiency  in  the  grain  crops  of  1917,  affected  very 
seriously  tonnages  that  under  normal  conditions  are  available  for 
this  waterway.    In  compliance  with  very  urgent  requests  of  the 
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people  of  the  State  of  New  York,  a  local  packet  freight  service  was 
installed  between  Troy  and  Buffalo.  As  suitable  boats  were  not 
obtainable  and  as  the  terminals  were  in  some  cases  unfinished  and  in 
others  inaccessible,  it  was  apparent  that  the  operation  would  not  be 
profitable,  and  results  justified  this  view;  that  is,  of  the  packet  service. 
It  was  not  a  very  large  affair  at  all,  but  it  seemed  wise  to  undertake 
it  in  order  to  develop  the  possibilities  of  the  business.  I  think  it  can 
be  developed  under  proper  conditions. 

It  is  to  be  noted  that  although  the  enlarp:ed  canal  was  in  operation 
all  season,  no  activity  was  displayed  on  the  part  of  individuals  or 
corporations  to  build  vessels.  The  Railroad  Administration  has 
repeatedly  announced  that  it  does  not  assume  to  control,  nor  does  it  in 
any  way  discourage,  the  operation  of  privately  operated  barges;  nor 
does  it  fix  the  carrying  rate  for  independent  vessels.  Wlien  the  canal 
and  its  facilities  are  completed,  and  when  modern  vessels  are  avail- 
able, it  will  be  possible  to  ascertain  the  cost  of  transporting  traffic 
on  this  waterway.  The  results  obtained  during  this  formative  stage, 
with  the  unavoidably  antiquated  equipment,  are  not  a  criterion  of 
what  can  be  accomplished  with  a  completed  canal  and  modern  equip- 
ment. The  adjustment  of  shippers  and  their  facilities  to  the  use  of 
the  canal  is  also  a  matter  of  time,  which  could  not  be  progressed 
rapidly  with  the  conditions  existing  during  the  present  season. 

Delaware  &  Baritan  Canal. — The  Delaware  &  Raritan  Canal,  con- 
necting the  Delaware  River  with  New  York  Harbor,  from  1914  up  to 
the  present  year  suffered  a  steady  decrease  in  business.  In  1917, 
273,000  tons  of  freight,  in  round  numbers,  were  moved.  The  limited 
draft  of  water  and  small  lock  structures  prevented  profitable  trans- 
portation operation  on  this  waterway.  It  became  evident  last 
spring  that  there  would  be  a  marked  decrease  in  the  use  of  the  canal 
for  transportation  of  coal,  due  to  the  fact  that  coal  was  to  be  shipped 
via  other  routes,  but  there  was  an  unusual  demand  for  transportation 
of  miscellaneous  freight  between  New  York  and  Philadelphia  by  this 
route.  The  canal  has  for  many  years  been  under  lease  to  the  Penn- 
sylvania Railroad  Co.  and  came  under  Federal  control  as  part  of  its 
transportation  system.  In  July  the  New  York-New  Jersey  Canal 
Section  took  charge  of  the  floating  power  equipment  of  the  Railroad 
Administration  on  the  canal  and  December  1  the  operation  and  main- 
tenance of  the  canal  was  transferred  to  that  section.  The  Railroad 
Administration  also  operated  a  fleet  of  packet  freight  ships  during  a 
part  of  the  season.  There  are  a  number  of  private  transportation 
agencies  operating  on  this  canal.  In  spite  of  the  loss  of  coal  tonnage, 
the  total  freight  movement  on  the  canal  will  slightly  exceed  that  of 
1917. 

CliesapeaTce  &  Ohio  Canal. — The  Chesapeake  &  Ohio  Canal,  con- 
necting Chesapeake  Bay  with  Pennsylvania  and  West  Virginia  coal 
fields,  has  been  operated  at  a  loss  for  several  years.  At  the  beginning 
of  the  season  of  1918  it  appeared  that  unless  action  was  taken  to  sup- 
port navigation  on  this  canal  the  increasing  costs  would  cause  it  to 
cease,  while  the  pressxu-e  of  traffic  at  that  time  upon  the  railroads 
bringing  coal  to  Washington  and  vicinity  was  so  great  as  to  make  it 
very  undesirable  that  they  have  the  additional  buiden  of  transporting 
the  coal  previously  carried  by  the  canal.  The  Railroad  Administra- 
tion, therefore,  for  a  time  assumed  the  cost  of  canal  toUs  on  coal, 
and  later  on  made  an  aiTangement  with  the  only  company  operating 
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boats  on  the  canal,  which  insured  the  maintanence  of  the  service, 
the  Railroad  Administration  paying  the  actual  cost  of  the  service 
over  and  above  the  freight  charges  which  were  paid  by  the  shipper 
at  the  same  rate  as  for  rail  shipments.  The  Railroad  Adrndnistration 
also  fm-nished  10  new  barges  which  were  leased  to  the  operating 
company.  It  seemed  desirable  to  keep  that  facility  going  in  view 
of  the  great  pressure  on  the  railroads  at  that  time. 

Ohio  River. — In  view  of  the  fact  that  the  projected  locks  and  dams 
on  the  Ohio  River  between  Pittsburgh  and  Cairo  are  not  completed 
(the  movement  has  not  been  finished  even  between  Pittsburgh  and 
Cincinnati)  it  does  not  seem  a  proper  time  to  consider  any  new  equip- 
ment for  this  route. 

Lake  Keuka,  N.  Y. — The  service  formerly  operated  on  this  lake 
by  the  Lake  Keuka  Navigation  Co.  had  been  discontinued,  and  in 
order  to  move  the  grape  crop  of  1918  the  Division  of  Inland  Water- 
ways operated  equipment  of  the  Lake  Keuka  Navigation  Co.  during 
the  grape  season. 

INTRAOOASTAL  WATERWAYS. 

The  intracoastal  waterway  from  Philadelphia  to  Beaufort,  N.  C, 
will  be  susceptible  of  greater  commercial  development.  The  pro- 
jected improvement  between  Norfolk  and  Beaufort  will  not  be  com- 
pleted for  some  time,  and  it  will  require  at  least  two  years  to  mod- 
ernize the  Chesapeake  &  Delaware  Canal.  This  improvement— that 
is,  the  Chesapeake  &  Delaware  Canal — ought  to  be  authorized 
promptly,  and  I  hope  that  the  Congress  may  grant  the  necessary 
appropriation  and  power  to  deal  with  the  matter. 

That  is  a  very  important  connecting  waterway  there,  which  could 
render  very  great  service  to  the  commerce  center  at  Baltimore  if  it 
could  be  finished. 

The  fleet  cooperating  along  this  route  was  commandeered  to  a 
considerable  extent  during  the  war,  but  the  vessels  are  being  slowly 
returned  to  the  owners.  The  fleet  seems  to  be  sufficient  for  normal 
conditions.  The  capacity  can  be  considerably  increased  by  the 
introduction  of  modern  terminal  methods.  Ultimately  packet  freight 
service  on  this  route  may  be  practicable. 

I 

COASTWISE  SHIPS.  ' 

The  fleets  of  vessels  of  railroad  ownership  were  augmented  on 
Aprd  13,  1918,  by  the  taking  over  of  the  vessels  of  the  Clyde,  Mallory, 
and  Southern  Steamship  Cos.  and  the  Merchants  &  Miners  Trans- 
portation Co.,  comprising  64  passenger  and  cargo-carrying  vessels, 
operating  in  coastwise  service  between  various  ports — Boston,  Mass., 
to  Galveston,  inclusive.  The  operation  of  the  vessels  was  at  times 
seriously  interfered  with  by  German  submarines.  In  supporting  the 
war  policy  of  the  Nation,  the  steamships  under  Federal  control  were 
used  in  war  work  to  the  maximum  extent.  The  properties  of  the 
Clyde,  Mallory,  and  Southern  Steamship  Cos.  and  the  Merchant  & 
Miners  Transportation  Co.  were  relinquished  from  Federal  control 
on  December  6,  as  they  are  no  longer  necessary  to  the  war  purpose. 
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CAPE  COD  CANAL. 

The  Cape  Cod  Canal  was  taken  under  Federal  control  July  25,  1918, 
and  it  is  earnestly  hoped  that  it  will  be  operated  in  the  future  by  the 
Government.  Formation  of  shoals  had  reduced  its  navigable  depth 
to  17  feet  at  mean  low  water  when  the  Government  took  control, 
but  the  Railroad  Administration  immediately  provided  $250,000  for 
dredging,  piling,  bank-protection  work,  etc.,  and  on  October  23  the 
canal  was  opened  for  vessels  drawing  20  feet  6  inches  of  water,  and 
the  dredging  necessary  to  restore  the  original  depth  of  25  feet  at  mean 
low  water  is  expected  to  be  completed  by  February  15,  1919.  Im- 
provements have  been  made,  including  the  installation  of  bank  pro- 
tection by  granite  riprapping.  In  spite  of  the  fact  that  the  work  oa 
the  canal  has  not  been  entirely  completed,  there  has  been  an  increase 
of  56.4  per  cent  in  the  number  of  vessels  handled  and  114  per  cent  in 
the  cargo  tonnage  transported  through  the  canal  in  1918,  as  compared 
to  1917. 

The  use  of  the  canal  effects  a  saving  of  about  65.70  miles  in  the 
journey  and  a  great  many  hours  in  time;  it  increases  very  largely 
the  vessel  unit  efficiency  of  these  boats  which  use  the  canal. 

STANDARDIZATION  OF  LOCOMOTIVES  AND  CARS. 

Before  Government  control,  practically  every  important  railroad 
had  its  own  specifications  for  cars  and  engmes.  Practically  all  were 
different  in  details.  Although  the  facts  are  not  obtainable,  it  has  been 
said  that  there  were  2,023  different  styles  of  freight  cars  and  almost 
as  many  different  styles  of  locomotives  included  m  the  equipment  of 
American  railroads  prior  to  the  war.  Complete  standardization,  of 
course,  is  impossible,  but  as  rapidly  as  existing  rolling  stock  and 
engines  wear  out,  it  ought  to  be  practicable  to  replace  them  by  stand- 
ard types.  During  the  period  of  Federal  control  progress  has  been 
made.  Some  12  standard  types  for  freight  cars  have  been  agreed 
upon,  and  it  has  also  been  decided  that  hereafter  only  six  different 
types  of  locomotives  of  two  different  weights  shall  be  purchased. 
The  parts  of  these  various  locomotives  and  freight  cars,  respectively, 
are  interchangeable.  The  importance  of  this  is  forcibly  illustrated 
by  an  instance  where  a  leased  locomotive  was  held  out  of  service  until 
over  $4,800  had  accumulated,  awaiting  a  part  which  would  cost  not 
to  exceed  $30.  Where  particular  conditions  exist,  however,  and 
where  special  types  of  locomotives  are  necessary,  permission  has  been 
given  to  depart  from  the  standardized  type  of  locomotive. 

I  may  say  that  a  very  interesting  development  has  resulted  from 
the  standardization  of  these  tj_pes,  as  shown  by  the  actual  production 
at  the  American  Locomotive  Works.  I  haven't  those  figures,  but  I 
will  supply  them  a  little  later,  but  they  show  an  enormous  increase  in 
the  output  of  the  standardized  locomotives  with  precisely  the  same 
machines  and  number  of  employees,  as  against  the  specialized  type 
which  had  been  theretofore  constructed. 

CIVILIAN  INCONVENrENCES. 

While  such  a  great  work  was  being  performed,  inconveniences  to 
civilian  travelers  and  some  interferences  with  the  transportation  of 
ordinary  freight  in  the  United  States  were  unavoidable.    The  war 
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necessity  came  first;  the  civilian  needs  of  America  second.  With  a 
limited  supply  of  passenger  and  freight  equipment  available,  and  with 
a  large  proportion  of  this  equipment  needed  for  the  movement  of 
troops  and  war  supplies,  there  were  not  sufficient  cars  and  locomo- 
tives remaining  to  fully  meet  civilian  needs;  nor  was  there  time  nor 
materials  nor  labor  to  build  them.  This  was  explained  to  the  coun- 
try early  in  the  year,  and  during  the  period  of  the  war  the  people 
generally,  when  they  realized  the  situation,  patriotically  accepted  it 
and  made  sacrifices  accordingly. 

Whatever  inconveniences  have  resulted  are  due  entirely  to  war 
conditions  and  are  in  no  way  related  to  the  fact  that  the  railroads 
were  under  Government  control.  Such  inconveniences  undoubtedly 
would  have  been  greater  under  private  control,  for  the  supply  of 
equipment  was  augmented  by  the  ability  of  the  Government  to 
shorten  routes,  to  combine  facilities,  to  pool  equipment  and  motive 
power,  and  to  introduce  economies  which  the  roads  under  private 
control  could  not  and  would  not  have  introduced. 

I  desire  to  make  this  point  as  clear  as  possible,  for  it  is  necessary 
for  the  American  people  to  understand  the  facts  of  the  railroad  situa- 
tion if  this  big  problem  is  to  be  dealt  with  intelligently.  Passenger 
equipment,  while  crowded  during  the  war,  was  crowded  because 
much  of  the  equipment  had  to  be  used  in  the  transportation  of 
troops;  it  was  not  crowded  because  the  Government  nad  control 
of  the  railroads.  As  a  matter  of  fact,  many  thousands  of  passenger 
train-miles  were  saved  by  the  ability  of  the  Government  to  achieve 
results  which  private  owners  of  the  roads  could  not  or  would  not 
have  achieved.  I  say  they  would  not  have  achieved  it,  simply  because 
of  the  competitive  system,  which  would  naturally  make  them  un- 
wilhng  to  surrender  any  of  their  business  or  traffic  to  competitors. 
During  the  period  of  Federal  control,  every  possible  economy  was 
exercised  in  order  to  save  both  passenger  and  freight  equipment  and 
make  as  many  cars  and  locomotives  as  possible  available  for  the  war 
need  first  and  for  the  needs  of  the  civihan  population  next, 

I  will  now  read  that  paragraph  about  the  increased  capacity 
resulting  from  standardization: 

The  increase  in  the  rate  at  which  standardized  locomotives  can  be  turned  out  is 
clearly  shown  by  the  following  comparison  of  the  two  principal  shops  of  the  American 
Locomotive  Co.  during  a  portion  of  July  and  August,  when  the  locomotives  built  were 
of  individual  design,  with  a  similar  period  in  September  and  October,  when  they  were 
building  standardized  locomotives. 

During  five  weeks  beginning  July  20,  an  average  of  13^  locomotives  per  week  were 
turned  out  at  the  Dunkirk  plant,  while  during  five  weeks  beginning  September  14, 
an  average  of  19^  locomotives  per  week  were  turned  out  at  the  same  plant.  For 
Schenectady,  during  the  five- week  period  beginning  July  20,  and  average  of  8 
locomotives  per  week  were  turned  out,  while  for  the  corresponding  period  beginning 
September  14,  an  average  of  13f  locomotives  were  turned  out. 

It  will  be  seen  that  the  increased  production  due  to  the  standardized  locomotives 
was  about  50  per  cent. 

Of  course,  the  method  of  building  various  types  of  locomotives  is 
an  element  in  keeping  up  the  cost  of  production. 

SERVING  THE  PUBLIC. 

While  putting  the  paramount  war  needs  of  the  Nation  first,  never- 
theless, every  possible  effort  has  been  made  by  the  railroads  imder 
Federal  control  to  serve  the  public  adequately  and  furnish  every 
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ossible  facilit}'  for  carryino;  on  the  ordinary  passenger  and  freight 
usiness  of  the  Nation.  The  railroads  are  public  servants  and  in 
time  of  peace  the  first  consideration  should  be  to  furnish  adequate 
service  at  the  lowest  possible  cost.  To  keep  in  touch  with  the  public 
during  the  period  of  Fedferal  control  and  see  to  it  that  their  needs 
were  given  every  possible  consideration,  the  Division  of  Public  Service 
and  Accounting  was  established  soon  after  the  railroads  were  taken 
over  and  Hon.  Charles  A.  Prouty  was  made  director  of  the  division. 
With  this  objeot  in  view,  traffic  committees  were  ear.y  established 
upon  which  the  public  was  given  representation.  While  these  com- 
mittees have  no  authority  to  change  rates,  nevertheless,  their  advice 
and  recommendations  are  most  helpful.  What  the  shipping  public 
desires  above  everything  is  stability  of  rates  and  reliability  and  ade- 
quacy of  service.  In  the  past  thousands  of  rate  changes  have  been 
made  each  month,  which  were  worse  than  unnecessary.  While  pas- 
senger and  freight  service  was  of  necessity  interfered  with  during  the 
war,  efforts  have  been  made  during  the  past  year  to  keep  in  touch 
with  State  railroad  commissions  and  other  local  bodies  to  make  cer- 
tain that  well-grounded  and  important  complaints  should  receive 
prompt  attention. 

At  the  beginning  of  Federal  control  four  express  companies,  working 
under  contracts  with  the  railroad  companies,  each  railroad,  generally 
speaking,  having  a  contract  with  only  one  express  company,  were 
Going  about  96  per  cent  of  the  express  business  of  the  country.  The 
transportation  business  of  the  express  companies  was  to  utilize  the 
passenger  train  service  of  the  railroads,  and  to  furnish  pick-up  and 
dehvery  service  in  connection  therewith,  so  as  to  secure  the  expedi- 
tious transportation  of  property,  and  their  service  was  so  closely  con- 
nected with  railroad  transportation  that  it  was  obvious  from  the 
beginning  that  similar  unification  of  control  and  service  must  be  ap- 
plied to  express  transportation  as  to  the  railroads  under  Federal 
control. 

This  was  accornplishod  thi'ough  the  organization  of  the  American 
Railway  Express  Co.,  which  took  over  the  transportation  business  of 
the  four  large  express  companies  above  referred  to,  and  entered  into 
a  contract  with  the  Director  General  of  Railroads  for  conducting  the 
express  business  in  a  manner  similar  to  that  in  which  the  four  com- 
panies had  previously  conducted  the  express  business  on  the  rail- 
roads, subject,  however,  to  substantially  complete  control  of  the 
business  by  the  Government,  and  to  an  arrangement  for  sharing  of 
profits.    This  contract  was  entered  into  June  26,  1918. 

On  July  15,  1918,  a  10  per  cent  increase  in  express  rates  became 
effective,  all  of  which  was  required  to  meet  increased  wages  of  em- 
ployees of  the  American  Railway  Express  Co. 

Recently  it  became  apparent  that  the  power  of  control  possessed 
by  the  director  general  under  the  contract  would  have  to  be  directly 
exercised  in  order  to  deal  effectively  with  problems  of  wages  and 
working  conditions  for  express  employees  and  in  connection  there- 
with to  make  necessary  increases  in  rates  to  provide  for  necessary 
wage  increases.  It  therefore  became  important  to  make  it  specifi- 
caUy  clear  by  presidential  proclamation  that  the  President  had  the 
possession,  use,  control,  and  operation  of  the  entire  transportation 
system  of  the  American  Railway  Express  Co.,  and  accordingly  a 
proclamation  to  that  effect  was  issued. 


30  EXTENSION  OF  GOVERNMENT  CONTROL  OF  RAILROADS. 

Careful  investigation  indicated  that  the  express  company  would 
require  approximately  $12,000,000  per  annum  additional  revenue  for 
such  wage  increase.  The  Interstate  Commerce  Commission  was  con- 
sulted as  to  the  method  of  applying  the  increases  to  obtain  the 
amount  desired  and  advised  in  substance  that  if  it  was  considered 
necessary  to  increase  the  express  rates  sufficiently  to  make  the 
express  companies'  proportion  yield  the  amount  stated,  it  considered 
the  allocation  of  the  increase  proposed  preferable  to  any  other  method 
of  making  the  increase. 

On  November  19  an  order  was  made  increasing  express  rates  to  an 
amount  sufficient  to  yield  the  express  company,  from  its  portion  of 
the  increased  revenue  received,  approximately  $12,000,000.  This 
method  carried  with  it  a  corresponding  increase  in  the  railroad 
revenue  from  the  express  business  which  was  required  to  maintain  a 
proper  relation  with  freight  rates  and  for  other  reasons.  The  basis 
of  the  wage  increases  is  now  under  consideration  by  the  board  of 
railroad  wages  and  working  conditions,  the  body  which  I  established 
for  hearing  employees  on  the  transportation  systems  under  Federal 
control  who  seek  changes  in  their  wages  or  working  conditions,  and 
recommending  to  me  the  action  to  be  taken  on  such  requests. 

The  conduct  of  the  express  business  has  been  greatly  han\pered  by 
shortage  of  express  and  baggage  cars  which  in  turn  has  been  largely 
caused  by  the  absorption  of  those  cars  in  handling  troops  and  troop 
supplies.  I  am  justified  in  anticipating  that  there  will  be  steady 
improvement  in  the  express  service  as  additional  express  and  baggage 
cars  become  available  and  as  labor  conditions  are  improved  by 
means  of  the  steps  above  described. 

I  have  given  you  a  statement  of  the  transportation  conditions  a 
year  ago,  of  the  transportation  achievements  under  Federal  control 
during  a  year  of  war,  and  of  the  present  situation. 

THE  FUTURE. 

What  remains  to  be  considered  is  what  permanent  solution  of  the 
railroad  problem  should  be  adopted  and  what  shall  be  the  temporary 
form  of  railroad  control  pending  a  permanent  solution. 

In  December,  1917,  there  were  about  180  separate  operating  rail- 
road companies  in  the  United  States  with  operating  revenues  of 
$1,000,000  or  more  per  year  each.  Seventy-five  of  those  companies 
had  operating  revenues  of  $10,000,000  or  more  per  year  each.  There 
were  several  hundred  companies  whose  respective  operating  revenues 
were  less  than  $1,000,000  per  year. 

POSSIBLE  SOLUTIONS. 

Broadly  speaking,  there  are  three  general  permanent  solutions  of 
the  railroad  question  possible.  The  first  is  to  send  the  railroads  back 
into  private  control  of  the  several  hundred  old  companies.  The 
second  is  to  have  outright  Government  ownership  and  control  of  all 
the  railroads.  The  third  is  to  reconstruct  the  railroad  along  logical 
lines  so  as  to  wipe  out  these  hundreds  of  different  railroad  companies 
and  substitute  a  comparatively  few  companies  which  under  strict 
and  close  Government  control  can  be  expected  to  combine  the  ad- 
vantages of  Government  control,  including  unified  control  of  those 
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things  where  it  is  needed  with  the  advantages  of  initiative  of  private 
management.  _  Now,  the  form  of  such  control,  if  imdertaken,  may 
present  itself  in  a  good  many  different  shapes,  and  I  am  not  under- 
taking to  give  formulas,  I  am  only  imdertaking  to  state  the  principles 
which  I  think  might  be  invoked  in  the  consideration  of  the  various 
plants.  I  am  not  committed  to  any  particular  plan.  I  wish  to  lay 
before  you  _  certain  reforms  which  I  think  are  indispensable  and 
without  which  any  so-called  solution  of  the  railroad  problem  will  be 
a  mere  disappointing  makeshift. 

POLICY. 

I  am  frank  to  say  I  do  not  believe  that  these  important  reforms 
can  possibly  be  accomphshed  if  we  are  to  have  in  the  future  several 
himdred  different  railroad  companies  as  we  have  had  in  the  past, 
or  even  a  hundred  or  even  fifty  different  railroad  companies.  I 
believe  they  can  all  be  accomplished  either  through  a  comparatively 
few  railroad  companies  or  through  single  Federal  control.  If  the 
country  prefers  to  continue  in  existence  the  hundreds  of  different 
railroad  companies  as  in  the  past,  I  beheve  it  will  be  necessary  to 
abandon  the  hope  of  obtaining  most  of  the  fundamental  reforms 
which  I  propose  to  point  out. 

THE  TERMINAL  PROBLEM. 

One  of  the  most  difficult  and  important  railroad  problems  in  this 
country  is  that  of  terminal  facilities.  It  probably  means  more  to 
the  producing  and  consuming  public  in  the  matter  of  delays,  incon- 
venience, and  transportation  burdens  than  any  other  phase  of  trans- 
portation. It  is  generally  understood  that  the  delays  and  excessive 
costs  do  not  occur  principally  on  account  of  insufficiency  of  faciUties 
on  the  road,  but  on  account  of  inadequate  terminals  and  of  the 
heavy  terminal  costs. 

It  is  not  unnatural  that  this  should  be  the  case.    It  is  a  far  simpler 
proposition  to  haul  a  train  over  a  railroad  than  it  is  to  break  up  that 
train  in  a  terminal  and  distribute  its  cars  to  the  connecting  carriers. 
For  one  thing,  it  is  easier  to  provide  adequate  track  capacity  on  the 
railroad  itself,  most  of  which  runs  through  the  country,  thari  it  is  to 
I  provide  adequate  track  capacity  in  a  terminal  which  is  generally  in 
1  the  midst  of  a  great  city.    But  an  even  more  important  point  is  that 
I  when  the  train  is  being  carried  over  the  railroad  between  terminals 
I  it  is  being  handled  exclusively  under  one  management  and  on  a 
railroad  which  has  been  planned  with  unity  of  purpose.    But  the 
I  moment  a  train  gets  into  a  terminal  where  its  cars  must  be  separated 
and  delivered  to  connecting  lines,  then  we  have  to  deal  with  facilities 
which  have  not  been  planned  with  unity  of  purpose  and  which  under 
private  control  are  not  operated  under  a  single  management.  The 
abiUty  of  one  company  to  get  rid  of  the  business  depends  upon  what 
its  connecting  companies  have  provided  in  the  way  of  terminal  tracks 
and  other  terminal  facilities  and  upon  the  way  in  which  those  con- 
necting companies  carry  on  their  operations.    It  is  human  nature 
that  each  company  is  much  more  interested  in  looking  after  its 
i  immediate  exclusive  interests,  both  in  the  facihties  which  it  provides 
i  and  in  the  way  it  operates  them,  than  it  is  in  building  and  operating 
its  property  so  as  to  help  its  connections. 
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Generally  speaking,  the  cities  of  this  country  and  the  railroad  traffic 
that  passes  through  them  have  wholly  outgrown  the  railroad  terminal 
facilities  which  were  provided  many  years  ago  without  any  conception 
of  the  growth  of  the  country's  traffic.  It  is  difficult  to  get  the  land  to  < 
expand  the  terminals  of  any  one  railroad  and  each  railroad  company 
is  jealously  trying  to  prevent  some  other  railroad  from  getting  the 
advantage  in  new  terminal  facilities.  Each  railroad  company  wants 
to  plan  its  new  terminals  so  as  to  help  its  own  business  and  so  as  not  to 
help  its  rivals.  This  is  perfectly  natural.  It  is  true  that  at  times 
under  pressure  of  critical  necessity  some  of  the  railroads  at  some 
cities  try  to  combine  a  portion  of  their  terminal  plants  into  a  joint 
terminal  enterprise.  But  it  takes  years  for  the  railroads  to  agree  on 
any  such  matter,  and  the  comprehensiveness  of  the  particular  plan  is 
generally  interfered  with  by  the  selfishness  of  some  particularly  power- 
ful railroad  which  feels  that  it  can  preserve  certain  advantages  by 
refusing  to  put  into  the  joint  plan  certain  facilities  which  ought  to  be 
put  there  in  the  public  interest. 

The  effect  is  that  when  it  comes  to  terminal  properties  we  get  a 
clear-cut  conflict  of  interest  between  the  public  and  any  particular 
railroad  company.  The  public  wants  terminal  facilities  compre- 
hensively planned  and  carried  out  so  as  to  promote  the  greatest  con- 
venience and  economy  for  all  concerned,  but  each  railroad  company, 
under  cqmpetitive  conditions,  is  anxious  to  preserve  any  particular 
advantage  which  it  already  has  and  to  increase  that  advantage  when 
practicable.  This  clash  of  interests  between  the  public  and  any  par- 
ticular railroad  company  and  between  the  different  railroad  companies 
serving  a  particular  terminal  operates  to  produce  deadlocks  which  to 
a  large  extent  prevent  terminals  from  being  developed  so  as  to  meet 
the  business  necessities  and  so  as  to  serve  the  public  to  the  greatest 
advantage. 

The  condition  exists,  and  is  largely  accounted  for  by  the  reasons 
above  given,  that  the  outstanding  shortcomings  in  railroad  transporta- 
tion are  inadequacies  in  terminal  facilities.  The  great  unnecessary 
burdens  in  the  matter  of  inconveniences,  delay  and  cost  for  which  the 
producing  and  consuming  public  have  to  pay  are  largely  due  to  these 
terminal  conditions.  There  can  be  no  successful  solution  of  the  rail- 
road problem  which  does  not  provide  a  solution  for  these  terminal 
difficulties.  The  greatest  opportunity  to  reduce  railroad  costs  for  the 
future  and  to  promote  public  convenience  in  transportation  will  be 
found  in  the  solution  of  these  terminal  problems. 


CINCINNATI  AN  EXAMPLE. 

A  concrete  illustration  will  help  to  emphasize  the  present  diffi- 
culties. Cincinnati  is  an  important  gateway  between  the  North  and 
the  South. 

Three  important  railroads,  the  Chesapeake  &  Ohio,  the  Louisville 
&  Nashville,  and  the  Cincinnati  Southern,  reach  Cincinnati  by  cross- 
ing the  Ohio  River,  Four  other  important  railroads,  the  Big  Four, 
the  Baltimore  &  Ohio,  the  old  Cincinnati,  Hamilton  &  Dayton, 
now  the  Erie,  the  Pennsylvania,  and  the  Norfolk  &  Western,  reach 
Cincinnati  on  the  north  bank  of  the  Ohio  River.  The  interchange 
of  traffic  between  these  lines  at  Cmcinnati  is  enormous  and  the 
general  pubhc  has  a  vital  interest  in  this  interchange  being  accom- 
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nlished  with  the  least  possible  delay  and  expense.  Yet  conditions 
Le  such  that  in  times  of  heavy  traffic  Cincinnati  is  badly  congested 
S  freight  and  the  abihty  of  all  the  railroads  mentioned  not  only 
Sth  respect  to  handling  traffic  through  Cmchinati  but  witli  respect 
to  handW  other  hnportant  traffic,  is  largely  hampered  by  the 
lability  to  get  rid  of  the  traffic  which  must  pass  through  Cmcmna  l 
Each  of  the  three  raihoads  approaching  Cmcmnati  from  the  South 
has  a  bridge  across  the  Ohio  Kiver.  The  Cmcmnati  Southern  bndge 
and  the  Chesapeake  &  Ohio  bridge  are  so  hght  that  they  can  not 
accommodate  the  heavy  locomotives  which  are  ^^^d  ^n  those  roads 
so  that  there  must  be  delay  and  ^o^^^^d  congestion 
necessity  of  changing  engmes  south  of  the  Ohio  Kiver  on  tnose 

^"^Thr  LouisvUle  &  Nashville  has  the  use  of  a  bridge^ which  has  only 
a  smgle  tra<^k  and  is  therefore  entirely  too  restricted  m  capacity  to 
hanXthe  traffic.    The  topographical  conditions  m  Cmcmnati  are 
su?h  as  to  make  it  exceedmgly  difficult  to        suitable  ground  upon 
whkh  to  construct  terminal  facilities,  and  the  denselv  populated 
Irea  makes  terminal  facihties  extremely  costly.    A  considerable  part 
of  th7  important  terminals  in  Cmcinnati  is  subject  to  overflmv  m 
thnes  of  hih  water.    To  a  very  large  extent  the  traffic  which  any 
o^  radroaS  brings  into  Cincinnati  is  traffic  which  must  be^  moved 
be?ond  Cu  cmnati  by  some  other  railroad,  so  that  more  than  one 
rXad  generaUy  has  an  interest  m  providmg  proper  facilities  for 
all  the  tilffic  moving  through  Cincmnati  and  all  the  raihoads  reach- 
ing there  have  a  cSmmon  interest  in  avoidmg  the^  congestion  at 
SficLati,  which  m  the  past  has  constituted  one  0/  the  most  serious 
traffic  situations  in  the  countrv.    Yet  each  of  the  raihoad  com- 
pa'nes  has  its  separate  facilities;  and  while  there  have  been,  various 
particular  arrangements  of  a  jomt  character  it  stiU  remams  tme 
that  m  aU  the  years  that  have  passed  the  raihoad  companies  under 
private  management  have  never  been  able  to  ^et  toge  her  and  put 
nto  effect  any  comprehensive  plan  which  would  resu  t  m  termxnal 
facilities  equal  to  the  situation.    It  seems  fair  to  conclude  from  the 
faUure  of  the  railroad  companies  m  the  past  ^  accomplish  this 
result  that  they  probably  never  wiU  accomplish  it  m  the  future 
under  correspondmg  methods  of  private  managemeiit. 

At  the  present  time  there  are  perhans  25  to  30  freight  houses  m 
and  aroimd  Cincinnati  which,  generally  speakmg,  have  been  pro- 
vided primarily  for  the  particular  use  of  separate  raihoad  companies 
Ind  mthout  any  purpose  of  combining  all  the  freight-house  facihties 
so  as  to  serve  the  general  pubhc  to  the  best  advantage  and  at  the 
least  cost. 

NECESSITY  OF  FINDING  REMEDY. 

It  is  evident  that  in  view  of  the  common  mterest  which  the  rail- 
road companies  have  in  the  traffic  passmg  through  Cincinnati  some 
comprehensive  plan  ought  to  be  worked  out  No  one  raihoad  com- 
pany can  hve  to  itself  alone  in  a  termmal  hke  Cmcmnati.  No  one 
Kportant  structure  should  be  planned  simply  from  the  standpoint 
of  a  particular  railroad  company.  The  entire  situation  shoujd  be 
dealt  with  from  the  standpomt  of  the  general  pubhc  interest  am 
the  selfish  mterests  of  any  particular  railroad  company  ought  to  be 
102009°— 19  3 
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subordinated  to  the  general  interest.  Yet  under  private  manage- 
ment there  is  no  way  whatever  in  which  the  pubUc  can  properlv 
assert  and  accomphsh  its  needs  and  the  result  both  in  construction 
oi  lacilities  and  m  operation  is  left  to  the  haphazard  play  of  the  con- 
ilictmg  ideas  of  seven  or  more  separate  railroad  companies  and 
plans  of  the  utmost  importance  are  subject  at  any  time  to  be  de- 
feated by  the  disagreement  of  one  or  more  of  these"  companies. 

$45,000,000  NEEDED  AT  CINCINNATI. 

It  is  estimated  that  there  ought  to  be  spent  in  the  near  future 
about  $45,000,000  in  the  rehabilitation  of  Cincinnati  terminals  so 

il^^nn^l'Trt.^  ""Vf  P"^^^^  ^^^d^'  ^^^^h  probably 

p5,000,000  additional  for  passenger  terminals.    This  involves  the 
building  of  a  new  bridge  and  the  reconstruction  and  enlargement  of 
two  other  bridges,  the  construction  of  convenient  and  commodious 
freight  houses,  the  provision  of  adequate  belt  lines  and  adequale 
tacihties  for  intercommunication  between  the  different  railroads 
ir'ractically  every  item  of  this  large  expenditure  involved  directly 
or  mdn-ectly  the  interests  of  two  or  more  separate  railroad  com- 
panies,   in  fact  virtually  the  whole  expenditure  has  to  be  made  in 
the  common  public  interest  and  without  making  the  interest  of  any 
one  railroad  company  paramount  as  to  any  particular  item.    If  this 
matter  is  left  to  be  worked  out  by  the  separate  railroad  companies 
without  any  controlling  public  authority  to  shape  up  the  whole 
situation  for  the  benefit  of  the  general  pubhc,  there  is  no  reason  to 
believe  that  it  ever  will  be  successfully  worked  out.    Certainly  the 
railroad  companies  have  had  many  years  in  which  to  work  out  the 
problem  and  they  have  never  done  so.    If  it  is  not  adequately  solved 
the  result  will  be  that  a  great  burden  of  delay  and  inconvenience 
imcertamty,  and  cost  will  continue  to  rest  upon  the  people  of  the 
United  btates  simply  because  a  thing  which  ought  to  obviously  be 
done  at  Cmcmnati  m  the  public  interest  is  not  done  and  it  will  not 
be  done  because  the  power  of  government  which  ought  to  be  exer- 
cised to  promote  the  public  interest  is  allowed  to  remain  dormant 
and  subordinate  to  the  separate  interests  and  to  the  disagreement 
of  various  privately  managed  railroad  companies. 

SAME  CONDITIONS  ELSEWHERE. 

What  is  true  of  Cincinnati  is  true  to  a  large  extent  of  every  im-  ' 
portant  termma  m  the  country,  particularly  of  Chicago  and  the 
terminals  around  New  York  Harbor.  In  the  aggregate  these  situa- 
tions constitute  a  great  burden  and  menace  to  rail  transportation 
and  a  serious  obstacle  to  convenience  and  certainty  to  the  public  in 
the  performance  of  that  transportation.  These  situations  mi:st  be 
met  if  transportation  m  this  country  is  to  be  performed  at  a  reasonable 
cost  and  without  the  intolerable  congestions  and  delays  which  have 
periodically  arisen  m  the  past.  This  is  more  important  with  respect 
to  the  future  development  of  the  country  than  it  is  to  the  present 
conditions.  ^ 

Nor  is  there  any  just  reason  why  railroad  companies  should  fear 
that  sucli  a  comprehensive  development  of  terminals  is  going  to  in- 
terfere with  any  legitimate  separate  interests  of  the  railroad  compa- 
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nies  in  the  event  they  shall  eventually  be  turned  back  into  the  old 
fnr^  of  Private  control.  Any  comprehensive  plans  of  terminal  im- 
proveil^  Xeh  are  f or  the  |eneral  pubhc  and  good  will  m  the  long 
run  iSm  ou^to  be  advantageous  to  every  separate  legitimate  railroad 
routeTthe  country.  No  matter  if  the  railroads  do  go  ba<.k  into  the 
old  form  of  private  control  with  anywhere  from  100  to  200  separate 
mana^Sients  it  is  inevitable  that  in  the  long  run,  and  perhaps  as 
Se  rSuU  Sf  long  years  of  hardship  upon  the  public,  there  miist  be 
somrcomprehenli4  legislative  solution  of  those  terminal  problems 
nHL  SSl  public  interest.  The  railroads  will  not  be  injured,  but 
on  the^c^ntrary,  will  be  benefited  by  a  prompt  public  dealing  with 
these  matters. 

OTHER  EXAMPLES. 

\s  a  simple  illustration,  it  is  evident  that  the  fact  that  the  Balti- 
mme  &  Oh  o  passenger  trains  are  now  taken  into  the  Pennsylvania 
TssengeT  terminal  in  New  York  has  not  resulted  m  injuring  the 
Baltimore  &  Ohio  or  in  causing  any  injury  to  the  Pennsylvama,  of 
Xichit  has  any  right  to  complain.  The  pubhc  has  been  enormously 
ronvenienced.  If  private  control  should  return  it  is  not  to  be  antici- 
pated that  the  public  would  again  be  subjected  to  the  mconvenience 
and  delay  and  expense  incident  to  the  Baltimore  &  Ohio  going  back 
to  the  use  of  its  old  and  inconvenient  passenger  terminal  at  Commimi- 
paw  N.  J.  These  terminal  reforms  which  are  done  m  the  public 
interest  will  not  only  be  of  immediate  and  lasting  benefit  to  the  pubhc 
but  they  will  also  turn  out  to  be  more  than  acceptable  to  the  railroad 
companies  themselves. 

TRANSPORTATION    STRINGENCY   THROUGH   FAILURE   TO  CONTROL 

TRAFFIC. 

The  situation  exists  in  this  country  that  the  transportation  needs 
of  the  people  are  national  and  interdependent,  despite  the  fact  that 
the  railroads  are  local  and  independent.  Practically  every  com- 
munity in  the  country  is  dependent  upon  a  national  and  not  a  local 
■  transportation  service.  It  is  not  true  of  any  community  that  it  can 
depend  wholly  or  even  principally  upon  its  local  railroad  to  transport 
what  it  produces  and  what  it  consumes,  because  directly  or  indirectly, 
what  it  produces  must  in  some  form  go  far  beyond  that  railroad  and 
what  it  consumes  must  in  some  form  originate  beyond  that  railroad. 
Failure  of  transportation  at  the  Atlantic  seaboard  causes  economic 
waste  and  suffering  at  points  far  beyond  those  served  by  the  rail- 
roads which  reach  the  Atlantic  seaboard.  Extensive  failure  of 
transportation  in  any  part  of  the  country  has  corresponding  reac- 
tions in  many  other  parts  of  the  country. 

Unavoidably  the  amount  of  transportation  to  be  performed 
fluctuates  from  season  to  season  and  between  good  years  and  bad. 
At  certain  seasons,  especiaUy  in  prosperous  years,  the  railroads  are 
confronted  with  a  "peak  load"  or  a  maximum  load,  which  they 
have  not  been  able  in  recent  years  to  handle  satisfactorily  under 
private  management.  There  has  been  widespread  congestion  of  cars, 
both  loaded  and  empty,  in  certain  sections,  the  most  acute  shortage 
of  cars  in  other  sections,  an  inability  to  furnish  transportation  urgently 
demanded,  an  inabUity  to  get  the  freight  which  has  been  accepted 
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for  transportation  to  destination  in  reasonable  time.  In  short,  we 
have  been  confronted  with  periodic  conditions  of  transportation 
stringency.  Diversified  private  management  has  proved  that  it  can 
not  avoid  or  meet  these  conditions. 

Perhaps  the  greatest  single  difficulty  is  that  under  private  manage- 
ment, with  each  company  trying  to  prevent  any  traffic  going  to  a 
rival,  the  amount  of  freight  loaded  has  been  dependent  upon  the 
desire  and  opportunity  of  the  consignor  to  load  a  sliipment  and  get  a 
bill  of  lading  for  it — this  is  a  repetition  in  some  sense  of  what  I  have 
said  l)efore,  but  it  is  stated  more  compactly  and  I,  therefore,  repeat 
it — without  any  regard  whatever  to  the  ability  of  the  dehvering  rail- 
road to  dispose  of  the  traffic  at  destination  at  that  time,  or  of  the 
ability  of  the  consignee  to  receive  the  traffic,  if  delivered.  The  result 
has  been  the  indiscriminate  tlirowing  into  the  stream  of  .traffic  of 
everything  which  consignors  wished  to  throw  into  it,  and  this  has  led 
to  the  most  acute  congestion  at  or  near  destination,  analogous  to-  an 
ice  jam  or  a  log  jam  in  a  river.  This  consequence  has  been  injurious 
to  the  public  as  a  whole,  because  it  has  reduced  transportation 
capacity  far  below  wdmt  it  ought  to  be,  has  led  to  the  greatest  un- 
certainty and  delay  and  consequent  interruption  and  injury  of 
business,  with  direct  disadvantages  to  labor,  and  to  the  producing 
and  consuming  pubhc.  It  is  apparent  that  this  fundamental  difficulty 
has  not  been  effectively  dealt  with  under  diversified  private  manage- 
ment. It  is  difficult  to  sec  how  any  radroad  company  would  be 
willing  deliberately  to  prevent  the  loading  of  traffic  on  its  own  line, 
when  it  is  able  to  handle  that  traffic,  simply  because  eventually  the 
traffic  may  be  a  source  of  embarrassment  to' some  connecting  line. 
Every  raih'oad  wiU  take  traffic  to  its  own  capacity  whether  it  can 
discharge  it  to  connecting  fines  or  not.  That  has  been  the  rule 
heretofore.  Indeed,  it  has  been  found  practically  impossible  for  a 
railroad  company,  which  is  itself  congested  with  traflic  which  it  can 
not  defiver,  to  show  sufficient  courage  to  refuse  to  continue  receiving 
traffic  and  to  insist  that  the  traffic  must  go  forward  by  competing 
lines.  That  is  a  perfectly  natural  condition.  It  is  an  inherent  condi- 
tion in  diversified,  private,  and  competitive  control. 

MET  BY  UNIFIED  CONTROL.  • 

These  conditions  have  been  substantially  met  under  unified  control 
by  the  routing  and  distributing  of  traffic  over  the  available  lines  and 
by  the  establislmient  of  the  "permit  system,"  whereby  traffic  involv- 
ing potentiafities  of  congestion  is  not  allowed  to  be  loaded  except 
upon  showing  that  it  can  be  delivered  to  and  taken  care  of  by  the 
consignee  at  destination.  During  the  autumn  months  of  1918,  when 
traffic  was  at  its  heaviest,  there  was  practically  a  complete  absence 
of  transportation  stringency,  which  in  the  immediate  preceding  years 
had  amounted  almost  to  transportation  paralvsis.  This  condition 
was  due  largely  to  the  "permit  systeni."  The  ability  to  use  this  sys- 
tem m  the  public  interest  and  regardless  of  any  actual  or  apparent 
embarrassment  to  any  particular  railroad  is  probably  the  most  im- 
portant thing  m  preventing  traffic  congestion.  It  'is  feasible  and 
easy  under  unified  control.  It  is  not  easy  or  possible  in  any  other 
way. 

One  of  the  essential  reforms,  therefore,  is  the  adoption  of  some 
system  to  control  traffic  in  the  common  interest. 
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4s  far  as  railroad  tracks  are  concerned,  the  mileage  of  road  tracks 
as  dLtLuished  from  terminal  tracks,  appears  to  be  snfRcient  to  take 

^^^^ 

?rol  this  has  not  been  possible.  The  company  which  was  able  to 
S>taiirthrrouting  of  tEe  traffic  has,  generaUy  speakm^,  not  been 
W  PVPn  thotio-h  unable  to  handle  the  traffic  successfuUy  to  let 
fgo  fo  Tr  ?a  rXad.  The  pubhc  ought  to  be  P-vk led  with  some 
system  whereby  unused  raiboad  capacity  may  be  used  m  the  com- 

"S"P0M^^^^^^^  -oidd  you  rather  go  on  and 

finlh  Tnow^r  come  back  after  lunch?    I  do  not  believe  you  can 

^""^r^l^fGln^^^^^  I  am  at  the  service  of  .the  committee, 

and  youi  convenience  is  mine,  gentlemen.    I  would  just  as  soon  fin- 

"'se^iftofPo^NE.  I  move  that  we  take  a  recess  for  a,  hour  and 


'  'ffe  Chairman.  Did  you  say  you  would  just  as  soon  finish  it  after 

lunch?  n  ,r  *  V 

Director  General  MoAdoo.  1  es.   

The  ChIiRMAN.  Would  you  rather  finish  it  now  and  then  come 

back  to-morrow  to  be  examined  ?                               x    i  t  „rv. 

Director  General  MoAooo.  I  would  prefer  to  go  on  to-day.  I  am 

""^1^    wouS  iiggest,  as  we  have  started  this,  and  it  is 
fresh  in  our  minds,  perhaps  it^ould  be  be"e.      f  ^  -^^^ 
hour  and  a  half  for  lunch  and  then  come  back  and  let  Mi.  McAOoo 
proceed   and  then  the  committee  can  ask  him  any  questions  they 

Mr  McAdoo.  Will  an  hour  be  sufficient? 

(The  motion  of  Senator  Pomerene  was  agreed  to,  and  accordinglv 
at  12.35  o'clock  p.  m.,  the  committee  took  a  recess  until  2  o  clock 
p.  m.) 

AFTER  RECESS. 

The  committee  reassembled  at  the  conclusion  of  the  recess,  at  2 
o'clock  p.  m.,  Senator  Ellison  D.  Smith  (chairman)  presiding. 

STATEMENT  OF  HON.  WILLIAM  G.  M'ADOO,  DIRECTOR  GEN- 
ERAL OF  RAILROADS— Resumed. 


The  Chairman.  Mr.  McAdoo,  you  may  proceed.  <.p^-T.ort 
Director  General  McAdoo.  Mr.  Chairman,  I  come  no^  to  export 

'"(?ne'of  the  most  important  classes  of.traffic  is  the  e-ljort  ^xaffic 
and  this  ought  to  be  greater  than  ever  m  the  future,    ihe  tiansier 
:?ich  traffi'c  at  the  selport  from  the  railroad  car     the  sh^f^^^^^^^^^ 
great  possibihties  for  congestion  and  delay. 

private  management  a  particular  railroad  company  naturalh  ^Mstles 
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the  traffic  to  go  to  its  own  port,  and,  even  though  that  port  may  be 
monientarily  seriously  congested,  is  unwilhng  to  turn  that  traffic  to  a 
rival  line  whose  port  may  be  free  from  congestion.  Undoubtedly, 
an  opportunity  exists  under  unified  control,  even  in  peace  time,  to 
apportion  the  traffic  among  the  ports  and  coordinate  rail  transporta- 
tion with  ocean  transportation  in  such  way  as  to  greatly  relieve  the 
strain  which  at  times  arises  from  the  inability  of  the  particular  rail- 
road company  to  consider  the  interests  of  ports  other  than  its  own 
and  to  coordinate  effectively  with  the  ocean  transportation.  What- 
ever the  solution  of  the  railroad  question  a  way  ought  to  be  found  to 
control  this  matter  in  the  public  interest  in  times  of  emergency. 


MOTIVE  POWER  AND  CARS. 


A  further  transportation  factor  of  great  importance  is  having  ade- 
quate locomotives  in  good  repair.  In  the  past  each  railroad  company 
has  had  its  own  locomotives  and,  generally  speaking,  has  used  them 
exclusively  upon  its  own  rails.  If  some  of  them  were  temporarily 
idle  there  was  not  generally  any  way  of  allowing  them  to  be  used 
temporarily  by  other  railroads  which  were  short  of  locomotives.  In 
cases  where  there  was  no  surplus  of  locomotives  anywhere  and  where 
additional  locomotives  were  far  more  needed,  in  the  pubHc  interest, 
in  some  sections  than  in  others,  there  was  under  private  manage- 
ment no  way  under  peace  conditions  of  taking  locomotives  from  the 
line  where  the  public  interest  needed  them  least  and  putting  them  into 
service  upon  the  line  where  the  pubhc  interest  needed  them  most 
Ihere  was  no  way  m  which  locomotives  could  be  mobilized  so  that  they 
can  be  used  where  they  will  do  the  pubhc  the  most  good.  This,  of 
course,  has  been  accomphshed  imder  unified  control  and  will  be  to  an 
increasing  extent. 

The  avadabihty  of  locomotives  depends  upon  their  being  in  good 
repair  and  the  ability  to  repair  them  depends  upon  the  shop  capacity. 
Under  private  control  each  railroad  company  has  had  its  own  shops 
If  those  shops  are  taxed  to  their  capacity,  it  is  not,  generally  speak- 
ing, convenient  to  turn  additional  locomotives  needing  repair  over  to 
the  shops  of  other  railroad  companies  in  order  to  receive  the  repairs. 
Ihe  result  is  that  shops  of  some  railroads  may  be  partly  or  laro-ely 
idle  and  shops  on  other  railroads  may  be  wholly  unequal  to  the  tasks 
contronting  them.  Yet,  private  management  has  never  been  able 
to  work  out  any  comprehensive  and  effective  way  for  "matching  up" 
the  demand  and  supply  of  locomotives  shop  capacity.  This  important 
matter  has  been  handled  with  great  success  under  unified  control  and 
can  be  developed  so  as  to  be  hancUed  more  systematicaUy  and  suc- 
cessfully as  time  goes  on.  j  , 

COMPETITION. 

Under  private  management  there  has  also  been  an  unnecessary 
use  of  locomotive  power  through  duplication  of  train  service  for 
purely  competitive  reasons,  whereas  under  unified  control  trains  can 
be  consolidated  so  as  to  release  for  useful  service  many  locomotives 
which  before  had  been  used  merely  in  transportation  rivalries  and 
without  carrying  loads  to  their  full  capacity 
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It  is  obvious  that  cars  can  not  be  mobilized  and  utilized  to  the  best 
interest  of  the  piibhc  as  successfully  under  diversified  private  man- 
agement as  they  can  be  under  unified  control.  When  each  railroad 
company  is  intent  upon  the  traffic  which  it  can  obtain  for  its  own 
line,  it  is  inevitable  that  the  most  carefully  drawn  rules  will  not  be 
fully  carried  out  and  that  there  will  be  a  temptation,  frequently  irre- 
sistible, for  a  railroad  company  to  retain  cars  for  its  own  purposes 
when  the  public  interest  requires  that  those  cars  should  be  devoted 
to  some  other  purpose.  It  is  also  true  that  the  handhng  of  empty 
cars  so  as  to  get  them  in  the  quickest  time  to  the  place  where  they 
are  needed  most  can  not  be  handled  as  well  under  private  control, 
because  the  transportation  of  the  empty  car  gives  the  transporting 
railroad  no  revenue,  and  hence  it  is  not  disposed  to  encourage  any 
such  transportation,  except  to  the  extent  that  it  has  had  the  benefit 
of  the  car  when  loaded  and  producing  revenue.  And  yet,  in  many 
instances,  in  order  to  reach  the  place  where  it  is  most  needed  the  car 
ought  to  be  hauled  by  a  line  which  has  enjoyed  no  revenue  from  the 
car  when  it  last  moved  under  load.  The  results  of  unified  manage- 
ment show  important  advantages  resulting  from  unified  control  of 
the  car  supply.  These  advantages  are  strikingly  apparent  in  the 
case  of  special  types  of  cars,  as,  for  example,  tank  cars  and  refrig- 
erator cars. 

Any  permanent  solution  of  the  railroad  question  ought  to  give  the 
public  the  advantage  in  times  of  stress  of  the  mobilization  of  loco- 
motives, 'and  locomotive  repair  shops,  and  of  the  handhng  of  all 
equipment  in  the  pubUc  interest,  including  the  emergency  handhng 
of  empty  equipment.  I  . 

RATES.  * 

In  the  matter  of  rates  an  immense  advantage  resulting  from  unified 
control  is  that  rates  can  be  made  only  so  high  as  may  be  necessary 
to  protect  the  situation  as  a  whole,  through  paying  the  total  expenses 
and  producing  only  a  sufficient  resulting  operating  income  to  repre- 
sent a  fair  compensation  for  the  property  employed.  But  under 
separate  management  there  is  the  greatest  diversity  in  the  prosperity 
of  the  railroad  companies.  Some  will  prosper  on  very  low  rates, 
and  some  will  fail  on  very  high  rates.  The  result  is  either  that  rates 
must  be  maintained  on  an  average  basis  which,  while  producing  high 
profits  for  some  railroads,  wiU  still  leave  either  railroads  in  bank- 
ruptcy or  must  be  made  sufficiently  high  to  leave  a  margm  of  profit 
to  the  less  prosperous,  with  consequently  excessive  profits  to  the 
most  prosperous.  The  former  course  will  result  in  the  less  pros- 
perous roads  being  unable  to  perform  their  public  service  successfully. 
The  latter  course  will  result  in  the  pubhc  being  burdened  with  unnec- 
essarily high  rates.  Under  unified  control  rates  which  are  suffi- 
ciently high  on  an  average  to  protect  the  general  situation  will  insure 
an  adequate  service  on  all  roads  and  wiU,  at  the  same  time,  protect 
the  pubhc  against  rates  being  made  any  higher  than  is  necessary  to 
meet  the  real  necessities  of  the  situation.  I  do  not  beheve  there  can 
be  any  successful  solution  of  the  railroad  problem  which  leaves  in 
existence  the  great  disparity  in  the  results  of  the  same  rates  to  differ- 
ent railroad  companies,  because  this  will  always  cause  question  as 
to  the  propriety  of  any  scale  of  rates  and  wiU  keep  the  rate  question 
in  constant  turmoil. 
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RESULT. 


I  believe  that  even  under  the  handicaps  of  war  conditions  a 
a  suihcient  showing  has  been  made  to  indicate  that  all  the  reforms 
1  have  mentioned  are  desirable  as  pei-manent  peace  measures 
Yet  It  IS  clear  that  the  general  public  has  not  had  an  opportunity 
to  appreciate  this  and  to  weigh  the  real  value  of  what  has  been 
accomplished.  There  has  not  yet  been  an  opportunity  to  give 
the  public  knowledge  of  the  facts.  In  view  of  the  far-reaching 
importance  of  any  solution  of  the  railroad  question  which  may  be 
adopted,  the  pubhc  is  entitled  to  have,  before  the  present  Federal 
control  shall  be  terminated,  a  reasonably  fair  test  under  peace 
conditions  of  the  advantages  to  be  derived  from  these  reforms 

When  Congress  comes  to  take  the  responsibility  of  makin<^  a 
final  decision  as  to  winch  is  the  best  permanent  solution  oflhe 
railroad  problem,  one  of  the  most  unportant  considerations  to  which 
It  must  give  attention  is  the  question  as  to  which  solution  will  involve 
the  least  financial  burden  for  the  future,  upon  the  American  public 
I  his  being  true  it  seems  to  me  of  the  highest  importance  that  Congress 
should  nave  an  opportimity  to  form  an  accurate  idea  as  to  the  cost 
ol  unihed  control  of  railroad  operations  under  peace  conditions 
In  order  to  have  an  accurate  idea  on  this  subject  Congress  ought  to 
have  before  it  at  least  the  operations  of  the  year  1919  under  Federal 
control.    Of  course  these  figures  can  not  be  ready  until  the  sprino- 
ol  1920.    If  Congress  imdertakes  to  make  its  permamint  solution 
ot  this  great  problem  prior  to  that  time  it  wiU  do  so  without  any 
adequate  comparison  between  the  cost  of  railroad  operation  under 
diversified  private  control  as  in  the  past,  and  the  cost  of  railroad 
operation  imder  unified  control  during  peace  time.    It  is  true  that  the 
figures  for  the  year  1918  wiH  be  available  in  about  two  months, 
but  these  figures  will  represent  the  operations  under  war  conditions 
when  the  railroad  management  was  subjected  to  many  difiiculties 
which  will  not  exist  mider  peace  conditions,  and  when  a  great  deal 
of  traffic  had  to  be  handled  regardless  of  cost  in  order  to  meet  the 
insistent  emergencies  of  war.    It  also  happens  that  the  1918  returns 
mclude  the  operations  of  the  most  severe  and  costly  winter  that  has 
ever  been  experienced  in  the  life  of  the  railroad  business  in  this 
countiy,  and  the  cost  of  clearing  up  the  most  serious  congestion 
ot  trafiic  m  the  history  of  the  railroads— a  congestion  existing  at 
the  time  Federal  control  was  assmned.    Therefore,  unless  a  final 
solution  of  this  problem  is  deferred  until  a  reliable  view  of  the 
economies  which  actuaUy  arise  out  of  imified  operation  can  be 
obtained,  the  result  will  be  the  adoption  of  a  permanent  solution 
m  ignorance  of  one  of  the  most  important  factors  to  be  considered 

Ihis  IS  why  I  have  urged  that  Federal  control  be  extended  until 
January  1,  1924.  It  will  be  impossible  to  view  the  results  of  even 
one  year  of  Federal  control  under  peace  conditions  until  the  spring 
of  1920,  and  it  will  then  be  too  late  for  Congress  to  legislate  before 
the  end  of  the  2 1  months'  period.  Even  if  it  were  possible  to  accom- 
plish legislation  in  the  next  12  months  it  would  be  done  without  any 
opportunity  whatever  to  form  a  reasonable  idea  as  to  the  advantao-e 
ot  unity  in  the  matters  I  have  mentioned  under  peace  conditions  ^ 
Moreover,  the  operations  under  peace  conditions  with  a  tenure  so 
short  as  the  21  months'  period  can  not  possibly  constitute  a  fair 
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test.  With  such  a  rapidly  approaching  termination  and  with  every 
officer  and  employee  naturally  speculating  on  his  relations  to  the 
new  management,  whatever  it  may  be,  it  will  be  impossible  to  secure 
the  best  results  from  the  railroad  organization  and  the  nearer  the 
termination  approaches  the  more  difficult  will  be  the  situation. 

Indeed  the  difficulties  with  operation  during  the  21  months' 
period  will  be  so  serious  that  I  do  not  see  how  the  Government  can 
be  fairly  asked  to  encounter  them.  It  will  be  asked  to  continue!  an 
operation  deprived  of  all  the  elements  which  would  helj)  in  making 
the  operation  a  success,  and  I  do  not  see  how  it  can  be  seriously 
urged  as  the  proper  course  by  any  one  except  those  who  are  anxious 
at  all  events  to  see  the  railroads  restored  to  the  control  of  numerous 
different  companies  just  as  in  the  past.  It  seems  to  mo  that  anyone 
who  wishes  a  fair  and  dispassionate  study  made  as  to  what  is  the  best 
ultimate  solution  and  as  to  the  extent  to  which  the  reforms  I  have 
mentioned  are  in  the  interest  of  the  American  public,  and  as  to  the 
way  in  which  those  reforms  can  best  be  accomplished,  if  in  the  interest 
of  the  American  public,  must  be  anxious  to  have  a  reasonable  period 
of  Federal  control  after  the  war  under  conditions  calculated  to  make 
for  tranquilit}^  and  singlemindcdness  upon  the  part  of  the  Federal 
railroad  organization.  I  do  not  mean  that  this  would  be  desired  in 
order  to  accomplish  Government  ownership,  but  it  seems  to  me  it 
would  be  desired  in  oz'der  to  test  the  utility  of  various  reforms  in  the 
direction  of  unification  which  can  be  accomplished  without  Govern- 
ment ownership,  but  which  can  not  be  accomplished  as  I  view  the 
situation  through  an  unrestricted  return  to  the  old  conditions  of 
management  through  from  75  to  100  different  important  railroad 
companies,  and  several  hundred  smaller  railroad  companies. 

The  21  months'  period  will  be  entirely  too  short  to  accomplish  any 
effective  results  with  respect  to  improvements  (and  this  is  one  of  the 
most  important  points  that  I  wish  to  brin^  out),  and  especially  the 
terminal  improvements  which  are  peculiarly  needed.  Indeed,  with 
such  an  early  termination  of  Federal  control  there  will  be  almost  a 
complete  stoppage  of  improvement  work  except  what  is  obviously 
needed  for  the  most  urgent  necessities.  The  result  will  be  that 
terminal  reforms  which  are  badly  needed  in  the  public  interest  and 
which  already  have  been  delayed  many  years,  will  be  subjected  to 
further  indefinite  delay.  It  will  also  be  true  that  needed  railroad 
construction  and  extensions  will  be  practically  at  a  standstill. 

In  the  nature  of  things  the  concurrence  of  the  railroad  companies 
can  not  be  expected  in  matters  of  improvements  and  extensions 
during  the  21  months'  period  except  as  to  things  of  the  most  urgent 
and  obvious  necessity  and  where  there  is  no  possibility  of  conilict 
with  the  selfish  interest  of  the  particular  corporation.  This  is  not 
surmise  because  the  evidences  of  it  are  already  appearing — notably 
in  the  case  of  locomotives  where  budgets  were  submitted  by  the 
corporations  calling  for  their  purchase  and  where  even  now  many  of 
the  corporations  are  challenging  the  pm*chase  of  locomotives  made 
for  their  account  and  within  the  limits  of  their  requests.  It  is  natural 
that  each  company  will  prefer  to  hold  all  other  matters  in  abeyance 
in  the  hope  that  it  can  make  its  own  plans  in  its  own  wav  at  the  end 
of  Federal  control — that  is  where  the  period  is  so  brief.  This  con- 
dition will  not  exist,  however,  if  a  five-year  extension  shall  be  granted. 
During  the  early  days  of  that  extension  comprehensive  improvements 
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can  be  carried  forward  in  the  public  interest  and  the  railroad  com- 
panies will  appreciate  the  impracticability  of  holding  everything  in 
abeyance  for  so  long  a  period  as  five  years.  Of  course  as  the  hve- 
vear  period  nears  its  termination  there  would  be  a  disposition  on  the 
part  of  the  corporations  to  postpone  matters  which  had  not  thereto- 
fore been  entered  upon,  but  by  the  time  this  condition  would  arise 
it  is  reasonable  to  expect  that  Confess  would  have  been  able  to 
make  a  permanent  solution  of  the  whole  problem  in  the  light  of  an 
adequate  experience  with  the  present  opportunities  for  unified  control. 

With  the  five-year  extension,  it  will  be  practicable  for  Congress, 
say  within  two  years  from  now,  to  enter  upon  a  permanent  solution 
of  this  question  after  Congress  and  the  country  shall  have  had  before 
it  the  result  of  a  complete  year's  experience  of  Federal  control  under 
peace  conditions.  Congress  with  that  additional  experience  will  be 
able  far  better  than  it  is  at  present  to  estimate  at  their  real  value 
the  reforms  which  I  have  submitted  tayou  as  being  fundamental  and 
Congress  can  then  determine  whether  those  reforms  are  so  important 
as  to  make  it  desirable  to  adopt  some  other  method  of  railroad  owner- 
ship and  control  than  that  of  such  a  great  number  of  different  com- 
panies as  has  been  the  case  in  the  past. 

VALUATION. 

It  must  be  remembered  also  that  Congress  has  though,  it  im- 
portant to  provide  for  a  valuation  of  railroad  property  and  this 
valuation  has  been  in  progress  for  several  years  at  large  cost.  I 
assume  that  it  will  be  completed  in  the  next  two  or  three  years. 
There  is  widespread  conviction  that  no  permanent  solution  whatever 
of  the  railroad  problem  can,  be  made  which  does  not  put  at  rest  the 
present  insistent  claims  as  to  railroad  overcapitalization.  The 
question  therefore  arises  whether  Congress  can  satisfactorily  deal 
with  tliis  matter  in  advance  of  the  completion  of  the  valuation  which 
it  has  already  prescribed,  and  whether  Congress  will  wish  to  attempt 
a  final  solution  of  it  before  it  can  have  the  benefit  of  the  valuation 
for  which  it  has  already  appropriated  such  large  amounts  and  to 
which  it  has  attached  so  much  importance.  It  is  not  possible,  as 
I  view  the  complexities  of  the  problem,  to  effect  any  marked  change 
in  the  form  of  railroad  control  that  is  not  based  upon  a  completed 
valuation  of  their  properties. 

SHIPPING  AND  THE  RAILROADS. 

The  glorious  victory  for  democracy  in  which  America  has  played 
such  a  noble  and  conspicuous  part  has  given  her  a  commanding  posi- 
tion in  world  affairs.  Our  own  material  development  makes  it  more 
than  ever  necessary  that  we  shall  have  access  upon  just  and  fair 
terms  to  the  markets  of  the  world  for  the  disposition  of  our  surplus 
products.  We  can  not  meet  this  situation  unless  we  are  prepared 
to  go  forward  immediately.  Opportunity  does  not  wait  for  the 
laggard,  whether  that  laggard  be  a  nation  or  an  individual.  America 
must  go  forward  immediately  and  organize  her  resources  effectively 
for  the  purpose  if  she  is  to  enjoy  her  share  of  the  fruits  of  the  keen 
and  friendly  rivah'ies  in  commerce  in  which  she  must  engage  with 
other  nations. 
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Under  the  provisions  of  the  United  States  shipping  act  the  gi-eat 
merchant  marine  we  are  constructing  is  to  be  under  Government 
control  for  a  period  of  five  years  from  the  conclusion  of  the  European 
war.  If  our  splendid  merchant  fleet,  built  with  the  money  of  the  people 
of  the  United  States  at  a  cost  of  more  than  $1,000,000,000,  is  to  be 
used  successfully  in  their  interest,  it  must  be  operated  in  effective 
coordination  with  the  great  railroad  system  of  the  United  States. 
They  must  work  together  harmoniously  and  reciprocally.  During  this 
great  period  of  world  development,  involving  the  vital  weKare  of  the 
American  people,  it  seems  to  me  peculiarly  wise  that  the  period  of 
Federal  control  of  railroad  transportation  shall  be  made  concurrent 
with  that  of  Government  ship  control.  Then  we  shall  have  a  great 
transportation  system  on  land  and  sea  furnishing  the  reliable,  effective 
service  which  wiU  protect  the  interests  of  the  American  people  and 
carry  them  forward  upon  a  career  of  prosperity  and  success  unequaled 
in  any  previous  period  in  their  history. 

The  Chairman.  Your  idea  is,  Mr.  Secretary,  in  the  reforms  which 
you  have  outlined  here,  that  in  the  21  months  you  could  not  have  the 
cooperation  of  the  railroads  and  their  employees,  knowing  that  within 
21  months  they  would  revert,  but  you  would  have  it  if  you  had 
five  years  in  which  to  put  your  plan  into  operation  ? 

Director  General  McAdoo.  My  feeling  about  it,  is  this:  With  a 
short  tenure,  and  its  termination  rapidly  approaching,  the  effect 
upon  the  morale  of  the  railroad  organizations — I  mean  officers  and 
employees  alike — would  be  unfortunate.  Let  us  take  the  case  of  the 
officers  alone.  Nearly  all  of  them  who  are  now  operating  railroads 
under  Federal  control,  have  been  federalized;  that  is,  they  have  been 
transferred  to  the  Federal  organization.  We  have  a  Federal  manager, 
for  instance,  for  the  Federal  property,  instead  of  a  general  manager 
under  the  corporate  agency.  We  have  under  them  superintendents 
and  other  supervisory  officers. 

Now,  with  respect  to  the  higher  officers,  particularly,  questions  are 
constantly  arising,  and  of  necessity  must  arise,  between  the  corpora- 
tion and  Federal  authority.  It  may  be  impossible  for  the  corpora- 
tion and  the  Federal  authority  to  agree — questions  about  improve- 
ments, questions  about  revisions  of  line,  questions  about  operation, 
questions  about  equipment  purchases.  In  all  such  cases  the  nearer 
you  approach  the  termination  of  Federal  control,  the  more  difficult  it 
is  going  to  be  for  that  officer  to  make  his  decisions.  I  am  not  casting 
any  aspereion  upon  those  officers,  because  they  have  shown  the 
finest  possible  disposition  as  well  as  great  patriotism  and  loyalty — - 
I  am  only  "speakmg  of  human  nature.  When  those  controversies 
arise  and  the  officers  know  that  they  must  soon  go  back  to  corporate 
control,  and  serve  corporations  again,  you  are  putting  them  in  a  very 
difficult  position  to  pass  upon  such  matters.  Naturally  Federal 
control  of  railroads  during  the  short  period  will  not  be  so  effective  as  it 
would  be  in  the  longer  period  and  the  officers  were  not  confronted  with 
the  possibility  of  an  early  return  to  corporate  management. 

Now,  let  us  take  the  employees.  They  are  kept  in  a  good  deal  of  a 
ferment  when  there  are  impending  changes  of  authority.  I  know  that 
when  the  Government  took  over  the  railroads  there  was  ver\'  con- 
siderable ferment  among  employees  from  one  end  of  the  land  to  the 
other;  dissatisfaction  with  condiitons.    A  great  deal  of  feeling  existed 
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Wlien  the  Government  took  the  roads  there  was  for  a  time  a  very  j 
serious  pause;  the  men  did  not  know  just  what  the  situation  was.  , 
They  did  not  know  just  where  their  allegiance  lay,  and  until  those 
things  were  straightened  out  and  it  was  finally  made  evident  that  the 
Federal  authority  was  in  control,  the  morale  of  the  railroad  organi-  : 
zations  throughout  the  country  was  at  a  very  low  ebb.    Since  then 
the  situation  has  been  very  much  improved.    The  longer  Federal  i 
control  has  existed  the  more  men  have  come  to  realize  that  there  is 
a  central  authority,  and  that  authority  is  going  to  remain  for  a 
reasonable  period  of  time,  at  least  as  long  as  war  lasted.    There  was  \ 
no  definiteness  about  the  termination  of  control  and  they  went 
forward  without  any  hesitation  or  question. 

I  think  that  with  21  months  as  the  limit  of  time  after  peace  has 
retm"ned,  and  with  the  agitation  of  the  railroad  question  during  that  ' 
period  (because  discussions  are  bound  to  follow),  and  with  a  political 
campaign  impending,  I  think  it  is  veiy  likely  that  there  will  be  a 
very  large  impairment  of  the  morale  of  officers  and  men  who  are 
operating  these  railroads,  and  my  opinion — it  may  not  be  worth  any 
more  than  anybody  else's  opinion;  I  simply  put  it  forward  for  what 
it  may  be  worth — is  that  during  that  period  there  will  be  a  very 
marked  impairment  of  the  morale  of  officers  and  men,  with  corre- 
s]3onding  inefficiency  in  railroad  administration  and  in  ope^ration. 
I  think  that  is  inevitable.  It  is  merely  human  nature,  and  I  intend 
no  reflection  upon  them  when  I  say  that. 

Now  let  me  say  one  thing  more  in  answer  to  the  question ;  that  is 
the  question  of  cooperation  between  corporations  and  the  Govern- 
ment. I  think  it  is  a  very  serious  one.  During  the  period  of  the 
war  the  corporations  have  cooperated  much  more  willingly — as  far 
as  they  have  cooperated — under  the  stimulus,  of  course,  of  patriotism 
and  war  conditions.  I  think  they  are  disposed  to  raise  as  many 
questions  as  they  can  dm'ing  Federal  control  in  peace  time.  In  so 
short  a  period  as  21  months  I  think  their  opposition  will  be  very  \ 
marked  with  respect  to  essential  improvements  which  require  time 
for  completion  and  large  expenditure,  and  also  with  reference  to 
eouipment.  Those  questions  are  arising  now,  and  I  think  the 
effect  will  be  that,  in  the  absence  of  agi-eement  with  the  corporations, 
essential  work  will  not  be  carried  forward  during  the  short  period 
of  21  months,  or  else  if  the  Government  should  proceed  to  execute  j 
that  work  for  account  of  the  corporations,  it  will  do  so  with  the 
necessity  of  financing  it  and  then  having  a  lawsuit  probably  at  the 
end  of  Federal  control  to  secure  reimbursement  of  the  Federal 
Treasury  for  the  outlays. 

I  think  with  the  five-year  period,  for  instance,  a  program  of  im- 
provement could  be  entered  upon,  and  I  think  we  would  more  likely 
be  able  to  get  agreements  (with  respect  to  many  of  these  improve- 
ments— the  more  exigent  ones)  with  the  corporations  and  also  with 
respect  to  the  best  methods  of  financing  them.  There  should  be 
sufficient  time  to  carry  those  improvements  forward  to  completion. 
Many  of  them  could  not  possibly  be  completed  in  the  21-months 
period,  and  that  would  apply  particularly  to  the  terminals,  as  I  have 
already  stated,  and  also  to  extensions  or  branches  that  might  be 
built,  and  which  it  might  be  very  desirable  to  build  for  the  develop- 
ment of  the  country.  I  think  there  would  be  a  period  of  hesitation, 
or  an  arrestment  of  development  during  so  brief  a  period  as  21 
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months  when  the  whole  question  was  under  discussion  and  when  a 
state  of' ferment  would  be  produced  because  no  one  would  know  what 
the  solution  was  going  to  be 

Now  with  five  years  control:  I  think  that  after  two  years  or  three 
years  we  would  have  had  under  peace  conditions  such  a  test  and 
demonstration  of  the  value  of  unified  control  and  du-ection  effec- 
tively asserted  in  the  common  interest  as  to  make  it  possible^tor  the 
Con<n-ess  to  take  up  legislation  for  a  permanent  solution,  so  that  you 
would  <ret  your  legislation  before  the  end  of  the  five-year  period. 
I  think'' the"  test  under  peace  conditions,  and  with  adequate  time  to 
make  it,  would  be  of  very  great  value.  i  ,  ,     .i      i  t 

The  Chairman.  What  in  your  opinion  would  be  the  change  of 
attitude  of  the  owners  and  operators  of  these  railroads  under  peace 
conditions  from  that  which  obtained  under  war  conditions  ?  Under 
war  conditions  you  had  the  patriotic  cooperation  of  all  parties  in- 
terested for  certain  specific  national  objects.  Under  a  5  or  10-year 
period— uist  say  it  was  hmited,  knowing  that  certain  conditions  were 
being  worked  out  looking  to  a  modification  of  the  Federal  relations 
of  the  roads,  what  effect  would  their  attitude  have  on  the  Govern- 
ment operation  of  the  roads  ducing  peace  conditions  as  compared 
with  war  conditions  < 

Director  General  McAdoo.  I  do  not  think  you  will  have  as  much 
cooperation  under  peace  conditions,  especially  if  the  period  of  control 
is  short  Everyone  would  be  striving  for  a  solution  during  that  time, 
and  those  who  had  a  selfish  interest  to  serve  would  interpose  every 
possible  objection  or  obstacle  to  successful  Federal  administration  if 
that  would  further  their  own  plans.  This  would  keep  the  whole 
business  in  a  state  of  uncertainty  and  agitation.  But  they  could 
not  do  that  with  respect  to  the  five-year  period  because  the  tune  is 
too  long.  Certain  things  would  have  to  go  along  any  way  in  that  case 
and  I  think  it  would  give  a  period  of  composure  and  would  take  the 
subject  out  of  the  realm  of  discussions,  which  are  so  necessary  to  a 
successful  test.  . 

Senator  Watson.  Just  one  question  on  that  line,  it  you  please. 
Have  vou  said,  and  is  it  your  policy,  that  if  the  five-year  plan  is  not 
adopted,  because  of  the  reasons  you  have  stated  here,  to  cast  the 
roads  back  at  once?  i   ^  o  . 

Director  General  McAdoo.  1  have  no  policy  about  that,  benator. 
Senator  Watson.  You  have  not? 

Du-ect(jr  General  McAdoo.  I  have  no  right  to  determine  the  policy. 
My  conviction  is  very  strong  that  the  roads  ought  to  be  turned  back 
as  promptly  as  possible  if»the  time  is  not  extended.  That  is  my 
conviction  as  to  the  wise  course  to  prusue.  The  disadvantages  ot 
attempting  to  operate  them  for  a  shorter  period,  and  the  evils  that 
would  result  therefrom,  would  be  far  greater  than  if  we  turned  the 
railroads  back  to  private  control  as  soon  as  it  is  possible  to  do. 

Senator  Watson.  Of  course,  this  is  a  short  session  of  Congress,  and 
the  appropriation  bills  have  to  be  taken  up,  and  legislation  on  this 
subject  is  almost  impossible.  If  there  be  no  extra  session.  Congress 
will  not  convene  again  until  December,  1919.  It  will  be  impossible^ 
of  course,  to  legislate  in  the  meantime,  so  that  your  21  months  would 
probably  be  taken  up  anyWay,  would  it  not,  before  legislation  could 
be  enacted,  or  nearly  so^  ' 
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Director  General  McAdoo.  It  would  seem  to  me  possible  to  pass  at 
this  session  of  the  Congress  a  simple  amendment  extending  the  period 
of  Federal  control  for  five  years.  For  a  permanent  solution,  it  may  be 
impossible  to  get  legislation  even  within  21  months,  because  the 
Congress  may  not  meet,  as  you  suggest,  until  December,  1919  and 
the  remaining  time  might  be  insufficient.  What  we  need  is  to  extend 
the  period  for  five  years,  so  that  we  could  have  an  opportunity  to 
deal  with  it  m  a  period  of  calm  and  with  deliberation.  I  feel 
again  

The  Chairman  (interposing).  What  effect- 


Direr  tor  General  McAdoo.  1  feel  again  that  what  has  been  accom- 
plished, even  under  war  conditions,  is  of  such  infinite  value  to  the 
public  that  we  ought  to  carry  the  experiment  still  farther,  in  order  to 
realize  still  more  the  benefits  that  will  <tome  from  this  unified  opera- 
tion. Certainly  none  of  us  should  be  afraid  of  the  result  of  a  fair 
and  intelligent  test.  The  American  people  are,  it  seems  to  me, 
entitled  to  that,  and  it  also  seems  to  me  that  none  of  us  should  fear 
knowledge.  The  more  knowledge  we  get  the  greater  proo-ress  we 
can  m-ake  toward  a  solution  of  the  difficulty.  The  net  earning  power 
ot  the  railroads  will  have  a  vital  bearing  on  some  of  the  plans  for  a 
permanent  solution  of  the  problem,  and  the  true  earning  power  of 
the  railroads  can  not  be  ascertained  unless  there  is  a  reasonable  test 
under  peace  conditions. 

_  The  Chairman.  What  effect  would  the  reforms  that  you  have 
indicated  in  your  presentment  here  have  upon  the  return  of  the  rail- 
roads to  private  ownership  when  you  have  spent  this  money?  It 
would  take  a  large  expenditure  of  money  to  bring  about  the  reforms 
say,  for  instance,  at  Cincinnati  that  you  called  attention  to,  and  at 
^ew  York  where  you  have  spent  large  capital  in  development,  and 
bringing  about  this  condition  that  vou  suggest  now  at  the  end  of  the^ 
five-year  period  for  the  return  to  the  private  owner,  would  not  that 
m  itself  aftect  the  ultimate  solution,  whether  that  was  successful  or 
whether  it  was  not  ? 

Director  General  McAdoo.  Do  you  mean  the  mere  fact  that  monev 
had  been  spent  ? 

The  Chairman.  No;  the  mere  fact  that  you  have  brought  about 
tfie  condition  that  they  are  operating  under  now;  would  the  fact  of 
the  return  of  the  railroads  to  private  ownership  work  out  any  other 
solution^  bay  that  you  had  been  operating  for  five  years  under 
your  suggested  plan;  if  it  did  not  work  out  satisfactorily,  then  you 
would  have  a  condition  Hke  the  one  that  you  have  now.  You  would 
have  to  find  some  other  solution  which  Mmuld  cause  a  loss  of  time 
and  a  loss  of  money,  to  go  back  to  whatever  solution  you  did  find  if 
yours  was  not  satisfactory. 

Director  General  McAdoo.  I  should  think,  Senator,  that  Congress 
would  not  wait  until  the  end  of  five  years  before  it  began  formulating 
legislation  I  tlnnk  after  probably  two  or  three  years  of  test  it  could 
go  forward  and  find  a  permanent  solution  of  the  difficulty.  That  is 
my  feeling  about  it. 

As  to  the  expenditures. that  would  have  to  be  made  during  the 
five-year  period,  it  would  be  possible,  certainly  more  feasible,  to 
secure  agreements  with  the  corporations,  not  only  as  to  the  character 
of  improvements  but  as  to  the  method  of  financing  them,  because 
some  of  those  improvements  could  be  deferred  21  months  without 
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serious  hurt  to  the  pubhc  interests,  but  they  could  not  be  deferred  for 
a  five-year  period  without  serious  injury  to  the  pubhc  interest. 
Therefore,  with  a  five-year  period  the  corporations  would  have  to 
come  to  an  understanding  with  the  Government  as  to  what  ought  to 
be  done.  But  if  a  comprehensive  plan  for  these  terminal  improve- 
ments could  be  agreed  upon  with  the  corporations",  then  the  powers 
of  the  Government,  the  power  of  unifying  and  controlling  these  ter- 
minals in  the  common  interest  can  be  exercised  and  will  result  in 
producing  very  great  efficiencies  and  economies,  much  greater  than 
woidd  be  possible  under  diversified  control.  Many  improvements 
could,  and  would  imdoubtedly  go  forward,  and  be  completed  within 
five  years,  and  the  public  would  get  the  benefit  of  them,  and  they 
would  have  a  very  decided  effect,  I  think,  in  reducing  the  cost  of 
transportation. 

The  Chairman.  Have  you  any  reason  to  believe  that  you  would 
have  the  cooperation  of  the  railroad  corporations  in  working  out 
these  reforms  made  under  great  expense  ? 

Director  General  McAdoo.  I  can  not  say,  Senator.  I  think  you 
will  have  more  cooperation  under  the  five-year  test  period  than  you 
would  have  under  the  21  months,  especially  if  you  were  trying  to 
find  a  solution  of  it  in  the  21  months.  In  all  of  these  great  problems 
one  must  reckon,  I  think,  constantly  with  the  play  of  self-interest, 
and  I  am  speaking  of  that  from  the  standpoint  merely  of  human 
nature — that  is,  selfish  interest  of  individuals  and  the  competitive 
interest  of  these  corporations.  Now,  if  it  is  not  to  their  interest  to 
go  along  with  the  Federal  Government  under  the  21-month  period,  if 
it  is  more  in  their  interest  to  make  Federal  control  during  the  21 
months  a  failure  than  a  success,  you  would  not  get  their  cooperation. 
That  is  human  nature.    You  have  to  reckon  with  that. 

On  the  other  hand,  the  public  interest  is  not  selfish  interest.  The 
public  interest  is  the  common  interest,  and  therefore  as  long  as  we 
stick  to  the  public  interest  and  are  doing  the  things  which  are  for  the 
common  benefit,  the  selfish  interest  will  have  to  give  way,  if  we  simply 
keep  the  command  of  the  situation.  With  a  five-year  control  we 
would  have  ample  opportunity  to  make  a  proper  demonstration,  and 
I  think  that  period  would  be  sufficiently  long  to  make  it  to  the  inter- 
est of  the  corporation,  to  the  interest  of  the  security  holder,  as  well 
as  to  the  interest  of  the  mass  of  the  people  to  bring  about  the  neces- 
sary cooperation.  Congress  having  determined  upon  a  five-year  test, 
everyone  would  feel  that  the  question  was  settled  for  that  time  and 
would  get  down  to  business  again  and  make  the  best  of  it,  and  we 
would  get  the  best  out  of  it.  I  think  you  would  have  a  very  satis- 
factory operation  of  the  railroads  during  that  time,  and  I  think  there 
would  be  a  very  much  greater  disposition  to  cooperate  all  around. 

Senator  Poindexter.  Have  you  made  any  definite  estimate,  Mr. 
McAdoo,  of  what  it  would  cost  to  construct  the  nesessary  physical 
facilities — for  instance,  bridges  and  tracks  and  other  things  at  Cin- 
cinnati, so  as  to  enable  the  proper  coordination  of  the  business  of 
those  various  roads  and  its  prompt  dispatch  in  that  particular  region  ? 

Director  General  McAdoo.  Yes,  sir.  It  will  cost  about  $45,000,000, 
on  the  basis  of  present  prices,  for  freight  terminals  and  track  arrange- 
ments and  facilities,  and  it  would  cost  about  $25,000,000  more  for 
the  necessary  passenger  facilities.  It  is  rather  an  extraordinary  fact, 
gentlemen,  that  the  railroads  have  frequently  united  on  a  passenger 
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union  station  or  terminal  but  rarely  are  they  found  to  unite  upon  a  i 
freight  terminal.    Now,  the  freight  terminal,  after  all,  is  of  more  I 
importance  than  the  unified  passenger  terminal — I  mean  in  its  1 
general  effect  upon  the  commerce  of  the  country  and  the  cost  of 
transportation. 

Senator  Poindexter.  How  long  would  it  take  to  make  those 
improvements  ? 

Director  General  MoAdoo.  You  mean  the  Cincinnati  improve- 
ments.   I  should  think  it  would  take  five  years. 

Senator  Poindexter.  How  would  you  arrive  at  the  adjustment  of 
the  financing  of  that  project  if  the  railroads  go  back  to  private  owner- 
ship at  the  end  of  five  years  ? 

Director  General  McAdoo.  You  would  have  agreements  with  them 
before  you  undertook  it. 

Senator  Poindexter.  That  would  depend  upon  voluntary  agree-  , 


Director  General  McAdoo.  Yes. 

Senator  Poindexter.  Could  you  make  those  voluntary  agreements 
in  the  absence  of  having  the  future  disposition  of  the  road  settled  and 
ascertained  ? 

Director  General  McAdoo.  Under  the  present  Federal  control  act 
those  improvements  can  be  made  for  the  account  of  the  corporation, 
but  of  course  they  are  free  to  question  it.  If  the  improvements  are 
in  the  public  interest,  they  could  be  made  by  the  Federal  authority 
and  financed  out  of  the  revolving  fund.  Settlements  could  be  en- 
torced  through  the  courts  finally  if  the  corporations  would  not  settle 
voluntarily. 

Senator  Poindexter.  I  notice  in  your  testimony  this  morning  that 
you  emphasize  the  fact  that  the  roads  themselves,  under  private 
operation  had  not  provided  themselves  facilities.  They  were  rather 
handicapped,  if  not  absolutely  prevented  from  undertaking  anything 
of  that  kind,  were  they  not,  by  the  antitrust  act? 

Director  General  McAdoo.  I  do  not  think  I  can  say  that  as  a  fact. 
Many  reasons  have  operated  to  prevent  them  from  improving  ter- 
minals. Sometimes  it  is  insufficiency  of  credit;  sometimes  the  cost 
is  prohibitive.  Sometimes  they  do  not  make  terminal  improvements 
because  it  is  more  to  their  interest  under  competitive  conditions  to 
maintain  existing  advantages  and  therefore  they  keep  conditions  as 
they  are.  I  do  not  know  of  anything  in  the  antitrust  law  that 
prevents  them  from  having  a  joint  terminal. 

Senator  Kellogg.  May  I  suggest,  along  the  line  of  the  question 
of  the  Senator  from  Washington,  that  when  they  undertook  to  unify 
the  terminals  of  St.  Louis  the  Government  brought  suit  against  them  ? 


Senator  Kellogg.  No ;  the  freight  terminal. 

Director  General  McAdoo.  I  was  not  aware  of  that. 

Senator  Poindexter.  Have  you  attempted  to  work  out  a  plan 
by  which  this  coordination  could  be  had — unification  of  service  at 
such  points  as  that  under  Government  control  and  private  operation  ? 

Director  General  McAdoo.  I  do  not  catch  your  point  exactly. 
Will  you  please  repeat  that  ? 

Senator  Poindexter.  Could  not  the  unification  that  you  speak  of, 
and  coordination  of  service  at  terminals  and  other  places,  such  as 
you  have  pointed  out  the  need  of,  be  had  under  Government  control 
and  private  operation  or  private  ownership  ? 


ment  ? 


Dii-ector  General  McAdoo.  The 


terminals  ? 
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Director  General  McAdoo.  It  could  be,  but  that  implies  a  perma- 
nent solution  of  the  railroad  problem,  which  would  maintain  private 
ownership  mider  effective  Federal  regiilation.  It  would  depend 
largely  on  the  character  of  the  legislation.  Private  ownership  with 
strong  Federal  regulation  is  one  form  of  permanent  solution  which 
of  course  ought  to  be  considered. 

The  Chairman.  You  mentioned  in  your  review  of  the  situation  a 
matter  which  was  of  more  vital  interest  to  us  under  war  conditions, 
that  is  becoming  more  apparent  under  war  conditions  than  it  might 
have  become  apparent  otherwise,  and  that  is  the  congestion  at 
certain  ports,  and  the  lack  of  port  facilities  through  the  self-interest 
of  the  roads  controlling  them.  Do  you  think  a  plan  could  be  worked 
out  by  which  the  roads  could  utilize  these  other  ports,  because  we 
have  to  appeal  to  their  self-interest  in  the  money  that  they  make — 
that  it  could  be  worked  out  under  this  unified  control,  by  which  the 
ports  might  all  be  used  to  avoid  that  congestion  under  the  plan 
that  you  suggest  ? 

Director  General  McAdoo.  I  think  that  is  difficult,  if  not  impos- 
sible, imder  private  control  as  it  has  heretofore  existed.  It  will  be 
doubtful  imder  any  form  of  private  control  imless  a  superior  Federal 
control  of  a  very  strong  character  is  exercised.  So  long  as  the  Gov- 
ernment is  in  control,  as  it  is  now,  it  can  direct  the  traffic  and  dis- 
tribute it  to  the  different  ports  for  export  trade  and  for  certain  of  our 
coastwise  trade,  so  long  as  the  Government  also  controls  or  can  con- 
trol the  distribution  of  ships  to  the  different  ports.  Under  Federal 
control  we  have  been  distributing  the  traffic  to  the  different  ports 
of  the  country  so  as  to  avoid  overtaxing  the  facilities  of  any  particular 
port.  We  have  brought  about  very  great  relief  in  enforcing  the  larger 
use  of  Hampton  Roads,  for  instance,  and  one  of  the  reasons  why  we 
took  over  the  coastwise  steamship  lines  was  to  be  able  to  coordinate 
them  effectively  with  the  railroads  and  carry  a  lot  of  traffic  to  the 
different  ports  on  the  south  and  on  the  Gulf,  instead  of  carrying  it  by 
rail  through  the  congested  terminals  of  the  country. 

The  Chairman.  Do  you  not  think  the  question  of  rates  throughout 
this  country  will  finally  be  determined  by  the  utilization  of  all  avail- 
able ports  nearest  to  the  port  of  origin  of  the  traffic  ? 

Director  General  McAdoo.  I  think  it  wiU  have  some  effect  on  rates 
so  long  as  the  Government  controls  the  merchant  marine.  Let  us 
take  the  export  business.  As  long  as  the  Government  has  control  of 
the  railroads  and  of  a  great  merchant  marine  we  have  the  power  to 
distribute  traffic  tlu-ough  the  various  ports  of  the  comitry,  and  coordi- 
nate railroad  operation  with  the  facilities  at  each  port  so  that  we  will 
get  a  better  cUstribution  of  traffic  and  a  more  economic  handling  of 
traffic  under  those  conchtions  than  we  can  possibly  get  under  the  old 
form  of  private  control.  Of  course,  the  most  favorably  situated  rail- 
roads, those  that  dominate  and  control  most  of  the  export  traffic, 
are  naturally  going  to  send  aU  the  traffic  they  can  to  a  port  on  their 
line.  They  are  going  to  carry  it  to  the  port  which  is  their  favorite 
terminal,  and  where  they  can  make  the  most  money  out  of  it.  That 
is  an  inherent  defect  in  the  competitive  system  of  diversified  control 
and  operates  detrimentally  to  the  development  and  usefulness  of 
many  important  ports  on  the  Atlantic.  Gulf,  and  Paqific  coasts. 

102009°— 19  4 
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The  Chairman.  I  thought  perhaps  you  had  that  in  mind  when  you 
suggested  the  elimination  of  so  many  corporations,  and  bringing  ttem 
down  to  an  infinitely  smaller  numoer  in  order  that  a  given  terri- 
tory might  include  certain  ports  that  are  not  now  used  and  which 
are  practically  m  the  territory  of  a  given  corporation,  to  whose 
interest  it  would  be  to  use  those  ports,  under  a  more  unified  system. 
Is  that  one  of  the  objects  you  had  in  view  ? 

Director  General  McAooo.  That  is  one  of  the  objects  that  could  be 
accomplished  under  unified  control,  and  I  think  it  would  be  a  veiT 
serviceable  thing  to  the  country  if  that  could  be  brought  about.  We 
have  many  admirable  ports  in  the  United  States  which  are  com- 
paratively neglected,  and  it  would  be  of  advantage  to  the  public  inter- 
est in  every  way  to  make  a  larger  use  of  those  ports — on  the  Gulf, 
on  the  Pacific,  and  on  the  Atlantic — and  in  many  instances  it  would 
result  in  cheapening  very  much  the  cost  of  transportation. 

Senator  Underwood.  Mr.  Secretary,  how  do  your  contracts  with 
these  main  trunk  lines  read  now ;  what  is  the  termination  of  them  ? 

Director  General  McAdoo.  They  terminate  with  Federal  control. 

Senator  Underwood.  And  that  is  fixed  as  a  period  of  21  months 
after  the  war  ? 

Director  General  MoAdoo.  No ;  it  is  fixed  according  to  the  terms 
of  the  statute.  The  statute  puts  a  maximum  limit  of  time  on  Federal 
control,  but  it  does  not  say  that  Federal  control  shall  continue  for 
21  months. 

Senator  Underwood.  I  mean,  that  is  the  extreme  limit. 

Director  General  McAdoo.  Yes;  that  is  the  extreme  limit. 

Senator  Underwood.  If  the  Congress  were  to  extend  this  period, 
it  would  require  remaking  of  all  those  contracts,  would  it  not  ? 

Director  General  McAdoo.  I  think  not.  It  would  merely  require 
an  extension  of  them,  by  agreement. 

Senator  Underwood.  I  know,  but  it  would  require  a  new  agree- 
ment with  the  railroads  % 

Director  General  McAdoo.  If  it  were  merely  an  extension  of  time, 
it  would  not  alter  the  terms  upon  which  the  contracts  are  based.  You 
could  merely  stamp  the  extension  upon  the  agreement  with  the  con- 
currence of  both  parties. 

Senator  Underwood.  But  I  mean  that  the  minds  of  the  contract- 
in^  parties  would  have  to  come  together  again? 

Director  General  McAdoo.  On  the  extension;  yes. 

Senator  Underwood.  Surely.  In  other  words,  that  would  mean 
making  a  new  contract,  although  not  necessarily  changing  the  terms. 
Now,  what  I  want  to  ask  you  is  this:  Do  you  think  that  the  main 
routes,  or  the  trunk  lines  as  a  whole,  if  Congress  were  to  pass  a  law 
authorizing  an  extension  of  this  period  for  five  years,  would  be 
willing  to  renew  the  contract  on  a  five-year  basis  % 

Director  General  McAdoo.  I  do  not  know.  I  think  they  would; 
but  it  does  not  make  any  dift'erence. 

Senator  Underwood.  Well,  you  could  not  do  it  if  they  were  not? 

Director  General  McAdoo.  Oh,  certainly;  we  could  extend  the 
time  of  control,  whether  they  agreed  to  it  or  not. 

Senator  Underwood.  If  we  extend  the  time,  and  they  do  not 
agree,  that  is  confiscation  of  their  property  ? 

Director  General  McAdoo.  Not  at  all.  A  remedy  is  provided  for 
them  in  the  Court  of  Claims.  You  can  not  avoid  existing  contracts 
by  statute. 
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Senator  Underwood.  We  confiscate  their  property,  and  they  have 
to  20  to  the  Court  of  Claims  and  sne.  They  are  now  working  under 
a  lease  system-  you  have  practicallv  leased  these  roads  for  a  term  of 
not  to  exceed  21  months  after  the  termmation  of  the  war, 
and  theh  damages  are  to  be  measured  by  the  rental  value.  Now  it 
we  extend  the  term  for  five  years,  I  think  we  agree  that  that  wou  d 
void  the  present  contract,  although,  if  they  agreed,  they  could  merely 
change  the  date  of  the  contract,  but  the  minds  of  the  two  contracting 
narties  would  have  to  come  together  again,  and  it  would,  m  effect, 
require  a  new  contract:  but  if  they  should  refuse,  I  am  not  so  sure 
that  the  Government  could  confiscate  their  property  for  public  use 
and  take  it  over,  mthout  being  required  to  pay  the  real  value  of 
the  property.  Therefore,  that  brings  me-back  to  the  question,  which 
I  think  is  a  very  material  one,  as  to  whether  there  would  be,  it  the 
Contn-ess  had  in  mmd  the  extension  of  this  time,  a  consensus  of 
opinion  on  the  part  of  the  great  trunk  line  railroads  to  agree  to  such 
an  extension  of  time,  or  whether  they  would  practically  force  us  to 

take  them  over.  ,i   ,  ,i       ^  x 

Senator  Cut^imins.  I  might  remark,  Senator,  that  there  have  been 
but  very  few  of  those  contracts  made. 

Senator  Town  send.  I  was  going  to  ask  how  many. 
Senator  CmiMiNS.  Not  more  than  half  a  dozen. 
Director  General  McAdoo.  We  will  get  you  a  list  of  the  short  lines: 
but  I  thmk,  Senator,  your  conception  of  the  legal  effect  of  the  extension 
is  mcorrect  In  the  first  place,  as  to  those  corporations  which  have 
already  signed  that  contract,  it  would  be  operative  for  the  21 
months  following  the  proclamation  of  peace.  If  they  did  not  agree 
or  consent  to  the  extension,  then  then-  compensation  could  be  de- 
termined in  the  Court  of  Claims  for  the  user  of  the  property  for  the 
remainder  of  the  term.  As  to  the  corporations  which  do  not  sign  the 
agreement,  they  would  expect  to  go  to  the  Court  of  Claims  for  the 
compensation  for  the  whole  term. 

Senator  Underwood.  Mr.  Secretary,  we  discussed  this  a  year  ago, 
you  know,  and  it  seemed  to  be  the  concensus  of  opinion  that  where 
we  took  them  over  for  a  definite  term  their  damages  might  be  the 
rental  value,  but  that  if  we  took  them  over  for  an  indefinite  period 
of  time  their  damages  should  be  the  value  of  the  property  and  not 
the  rental  value.  It  seems  to  me  that  there  is  a  difficulty  that  would 
confront  us  if  we  should  attempt  now  to  extend  the  time  and  to  void 
the  contracts  that  have  already  been  made.  ,      i  . 

Director  General  McAdoo.  The  contracts  that  have  already  been 
made  would  be  effective  for  21  months  anyhow. 

Senator  Underwood.  Unless  we  void  them  by  statute. 

Director  General  McAdoo.  Yes.  . 

Senator  Pomerene.  I  suggest  that  the  list  be  put  m  the  record. 

Director  General  McAdoo.  Yes:  there  are  27. 

Senator  Cummins.  Does  that  include  the  short  lines  also  < 

Director  General  McAdoo.  No.    We  will  give  you  the  short  lines. 

Senator  Ctoimins.  No:  I  do  not  care  anythmg  about  them,  lou 

will  put  that  in  1  .   .   r    i -i,-.-  i 

Director  General  McAdoo.  Yes.    Here  it  is  [exhibiting  papeij. 
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(The  list  above  referred  to  appears  below,  as  follows :) 

Atchison,  Topeka  &  Santa  Fe. 
Augusta  Southern  Railway. 
Buffalo,  Rochester  &  PittslDurgh  Railway. 
Georgia  &  Florida  Railway 
Great  Northern  Railway. 
Lehigh  Valley  Railroad. 
Minnesota  &  International  Railway  Co. 
New  York,  Ontario  &  Western  Railway. 
Norfolk  &  Western  Railway. 
Northern  Pacific  Railway. 
Richmond,  Fredericksburg  &  Potomac 

Railroad. 
Chicago  &  North  \^  estem  Railway. 
Chicago,  Burlington  &  Quinc  Railroad. 
Chicago,  St.  Paul,  Minneapolis  &  Omaha 

Railway. 

Senator  Townsend.  How  many  of  these  roads  have  you  not  made 
contracts  with  ? 

Mr.  Hines.  About  170  are  under  Federal  control,  of  the  class  1 
roads.    The  others  are  under  negotiation. 

Senator  Cummins.  ]\Ir.  McAdoo,  your  proposal  or  recommenda- 
tion is  for  an  extension  of  the  period  of  Government  possession  until 
January  1,  1924? 

Director  General  McAdoo.  Yes. 

Senator  Cummins.  Do  you  mean  an  extension  under  the  existing 
law,  with  all  the  powers  and  obligations  of  that  law  ? 

Director  General  McAdoo.  That  is  what  I  had  in  my  mind, 
Senator,  excepting  in  so  far  as  Congress  might  see  fit  to  modify  it. 

Senator  Cummins.  That  means,  then,  for  a  period  of  five  years 
we  are  to  give  the  President  the  authority  to  put  aside  all  State 
law,  all  orders  of  State  commissions,  and  all  other  regulations  which 
pertain  to  this  subject  ? 

Director  General  McAdoo.  If  the  extension  is  made  under  the 
present  law,  then  to  the  extent  that  the  Federal  authority  is  ex- 
clusive, Senator,  that  would,  of  course,  follow. 

Senator  Cummins.  Well,  under  the  present  law  it  is  absolutely 
exclusive.  That  is,  the  present  law,  as  a  war  necessity,  I  take  it — 
and  for  that  alone — gives  to  the  President  the  right  to  nullify  all 
legislation,  including  acts  of  Congress,  I  take  it,  and  all  orders  or 
regulations  that  had  been  made  upon  the  subject? 

Now,  I  am  not  q[uestioning  the  propriety  of  that  as  a  war  measure, 
at  least  not  at  this  time;  but  is  it  your  proposal  that  that  authority 
shall  be  continued  during  five  years  of  peace  ? 

Director  General  McAdoo.  I  think  that  we  can  not  operate  the 
railroads  successfully  imless  we  have  a  concentrated  power  some- 
where, and  I  think  the  President  ought  to  be  possessed  of  that 
power— the  same  power  he  has  now— except  to  the  extent  that  it 
may  be  considered  wise  to  modify  it  in  some  details.  My  own 
judgment  about  it,  from  the  experience  I  have  had,  is  that  the  power 
ought  to  be  preserved  in  substantially  its  present  form  if  you  are 
going  to  get  results.  I  do  not  believe  that  it  will  be  possible  to 
effectively  operate  the  railroads  of  the  United  States  and  to  get 
the  benefits  of  unification  unless  the  Federal  control,  for  instance, 
over  railroad  rates  is  preserved  for  the  period  of  the  test;  and  I 
til  ink  that  with  respect  to  the  other  matters  that  are  involved,  and 


Colorado  &  Southern  Railway. 
Fort  Worth  &  Denver  City  Railway. 
Gulf,  Texas  &  Western  Railway. 
Missouri  &  North  Arkansas. 
New  York  Central  Railroad. 
Detroit  Terminal  Railroad. 
Cincinnati  Northern  Railroad. 
Lake  Erie  &  Western  Railroad. 
Lake  Erie  &  Eastern  Railroad. 
Muncie  Belt  Railway. 
Chicago,   Kalamazoo  &  Saginaw  Rail- 
Indiana  Harbor  Belt  Railroad  Co. 
Pittsburgh  &  Lake  Erie  Railroad  Co. 
way. 
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,he  questions  that  have  arisen  between  the  State  commissions  and 
rederal  control — and,  by  the  way,  there  are  not  many  yet — that 
^'ederal  authority  ought  to  control. 

Senator  Cummins.  Is  it  your  opinion,  too,  that  Federal  authority 
ihould  control,  without  regard  to  the  character  of  the  regulation, 
vhether  it  related  to  interstate  or  intrastate  traffic  or  commerce  ? 

Director  General  McAdoo.  I  think  that  under  Federal  control, 
,0  be  effective,  all  traffic  must  be  treated  as  interstate  traffic. 

Senator  Cuivimins.  And  you  have  no  doubt,  I  assume,  that  we 
lave  the  constitutional  authority  in  time  of  peace,  and  as  a  regulation 
)f  interstate  commerce,  to  nullify  or  set  aside  all  the  State  statutes 
md  State  regulations  with  regard  to  intrastate  traffic  ? 

Director  General  McAdoo.  I  think  the  Congress  has  authority. 

Senator  Cummins.  I  want  to  get  your  view  about  this,  because  it 
ivill  become  very  material.  Do  you  believe  also  that  during  this 
Deriod  of  five  years  the  President  or  the  Director  General  should  have 
the  authority  to  make  rates  and  to  put  them  into  effect,  without 
:-eference  to  the  jurisdiction  of  the  Interstate  Commerce  Commission 
to  suspend  them  or  to  inquire  into  them,  before  they  are  put  into  effect 

Director  General  McAdoo.  I  do.  I  think  it  is  very  essential. 
[  think  the  power  reserved  to  the  Interstate  Commerce  Commission 
of  reviewing  the  rate  after  it  goes  into  effect,  is  all  that  is  necessary. 
In  other  words,  under  Federal  control,  I  conceive  it  to  be  our  duty  to 
operate  the  railroads  at  cost,  and  not  to  make  a  profit.  Now,  unless 
you  have  the  power  of  fixing  rates,  when  costs  are  ascending  you 
can  not  meet  the  situation.  Under  the  present  law  the  Interstate 
Commerce  Commission  has  the  power  of  review  of  those  rates  and, 
if  a  mistake  is  made,  of  course  it  can  be  remedied. 

Senator  Cummins.  But  the  Interstate  Commerce  Commission  is 
just  as  much  a  part  of  "Federal  control"  as  is  the  director  general, 
I  assume  ? 

Director  General  McAdoo.  Yes;  but  only  in  the  sense  that  the 
Supreme  Court  of  the  United  States  is  a  part  of  Federal  authority. 

Senator  Cummins.  But  do  you  not  think  it  would  be  more  com- 
patible with  the  general  public  interest,  and  more  in  harmony  with 
the  demands  of  the  shipping  pubhc,  that  the  Interstate  Commerce 
Commission  should  have,  if  this  time  be  extended,  the  same  authority 
over  rates  that  may  be  established  by  the  director  general,  that  it 
has  heretofore  had  over  rates  established  by  the  railroad  companies  ? 

Director  General  McAdoo.  The  trouble  about  it  is  that  it  might 
take  a  very  long  time  to  get  a  decision.  The  whole  thing  wouJd 
perhaps  be  suspended  for  many  months  and,  in  the  meantime,  the 
Government  would  be  put  at  the  disadvantage  of  not  being  able  to 
make  the  property  earn  the  cost  of  the  service. 

Senator  Cummins.  That  might  not  be,  but,  of  course,  you  are 
assuming  that  the  acts  of  the  director  general  are  always  wise  ? 

Director  General  McAdoo.  Not  at  all. 

Senator  Cummins.  That  is  not  always  true  1 

Director  General  McAdoo.  I  have  to  admit  that.  Senator.  No  one 
can  claim  infallibility. 

Senator  Cummins.  Yes.  I  have  observed  that  under  your  present 
authority  to  initiate  rates  and  to  put  them  into  effect  and  under  the 
very  proper  reservation  which  you  made  at  the  time.  Order  No.  28, 
I  think  it  was,  was  issued,  you  have  yourseff  revised,  reviewed,  and 
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modified  a  great  many  of  the  rates  which  you  put  instantly  into 
effect.  Have  you  any  idea  of  the  amount  of  confusion  and  the  in- 
justice brought  about  by  putting  those  rates  into  effect  without  any 
opportunity  for  comparing  them  with  or  adjusting  them  to  other 
rates  and  to  other  conditions 

Director  General  McAdoo.  Senator,  we  liad  a  job  to  do,  and  that 
was  to  lick  the  Kaiser  

Senator  Cummins.  Oh,  I  want  you  to  understand,  Mr.  McAdoo, 
that  I  am  speaking  now  of  a  time  of  peace. 

Director  General  McAdoo.  Yes;  I  am  coming  to  that.  Senator. 

Senator  Cummins.  I  am  not  asking  these  questions  in  a  critical 
way  at  all. 

Director  General  McAdoo.  Oh,  no;  I  quite  understand  that. 

Senator  Cummins.  I  fully  appreciate  the  task  you  had  and  the 
burdens  you  undertook,  but  I  am  speaking  now  of  times  of  peace. 

Director  General  McAdoo.  I  did  not  misundei-stand  you,  Senator, 
and  I  do  not  want  you  to  misunderstand  me,  because  I  know  that 
you  are  pressing  your  questions  in  that  spirit,  and  I  am  giving  you 
my  answers  in  the  same  spirit.  But  T  do  want  to  explain  that  the 
manner  in  which  tlie  power  has  been  exercised  under  war  conditions 
does  not  mean  that  it  will  be  exercised Jn  the  same  way  under  peace 
conditions.  We  had  that  great  job  to  do  and  it  was  necessary  to 
put  that  rate  increase  into  effect  so  that  the  railroads  could  be  made 
self-sustaining,  in  order  that  we  might  not  throw  an  additional  bur- 
den on  the  Federal  Treasury.  Now,  of  course,  we  all  recognized  that 
a  percentage  increase  in  rates  would  of  necessity  not  only  create  new 
inequalities  but  would  aggravate  old  inequalities,  but  it  was  necessary 
to  get  the  rates  in  promptly  and  then  to  review  them  ourselves,  and 
also  to  have  the  Interstate  Commerce  Commission  review  them  upon 
complaint;  and  therefore  I  announced  at  the  time  that  order  went 
into  effect  that  that  review  would  be  made.  Now,  an  exigency  made 
that  action  necessary  immediately.  Under  peace  conditions  I  should 
not  for  a  moment,  if  I  were  running  the  railroads,  initiate  i-ates  in 
that  manner.  The  question  would  first  be  studied  thoroughly  and 
the  interests  affected  would  be  given  an  opportunity  to  be  heard 
before  the  rates  were  put  into  effect. 

Senator  Cummins.  It  would  be  quite  proper,  then,  to  restore  tea 
the  Interstate  Commerce  Commission,  if  the  time  is  extended — or 
whether  it  is  or  not — the  jurisdiction  which  it  formerly  exercised 
over  rates  and  over  the  suspension  of  rates  ? 

Director  General  McAdoo.  I  think  that  would  he  a  mistake.  I 
think  the  power  to  initia,te  rates  should  remain  in  the  President. 
I  think  tlie  power  of  review  should  be  preserved,  and  I  think  you 
should  provide  that  the  President  should  not  initiate  a  rate  unless 
he  had  given  30  days'  notice  and  an  opportunity  to  interested  parties 
to  be  heard. 

Senator  Cummins.  I  do  not  think  there  is  any  safety  in  changing 
rates  without  a  chance  for  a  hearing  upon  the  part  of  those  whose 
business  is  to  be  affected  by  the  change.  It  seems  to  me  that  is  an 
essential  thing  always;  and  the  danger,  as  I  look  at  it,  in  times  of 
peace,  when  things  can  be  postponed  until  they  are  heard,  is  in  mak- 
mg  those  changes  without  any  hearing.' 

Director  General  McAdoo.  1  should  think  that  when  you  come  to 
deal  with  a  permanent  solution  of  the  problem,  those  matters  could 
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be  properly  safeguarded-and,  of  coui-se,  they  wUl  be  properly  safe- 
guaVdeS.  It  does  seem  to  me,  however,  under  present  conditions, 
that  in  no  case  ought  the  power  of  the  President  to  initiate  the  rate 
be  taken  away,  and  that  at  most  we  ought  to  put  no  gi^ater  hmita- 
tion  upon  him  than  that  of  giving  notice  before  he  initiates  a  rate, 
and  givinc-  pubhc  commissions  and  the  shipping  public  an  oppor- 
tunity to  %e  heard  during  the  term  of  that  notice 

Senator  CmiMiNS.  Let  me  now  pass  on  to  another  phase  ot  the 
wesent  law:  Would  you  be  willing  to  continue  to  pay  to  the  roads 
that  you  now  have  m  possession  compensation  at  tlie  standard  rate 
or  the  rate  fixed  by  the  present  statute  ?    ^     ,    ^    ,      .   ,  ,n 

Director  General  McAdoo.  I  think  that  for  the  test  period  we  could 
afford  to  do  that.  I  do  not  mean  to  say  that,  of  necessity,  we  ought 
to  do  it,  but  I  think  we  can  afford  to  do  it.  I  wodcl  say  upon  the 
whole,  that  it  IS  just  as  well  to  preserve  the  stabihty  of  the  whole  situa- 
tion ilntil  we  can  determine  what  is  the  ultimate  solution  ol  the 

^""senSor  Cummins.  Then,  what  are  known  as  "  the  short-line  roads" 
were  entirely  excluded  from  Government  possession  i 

Director  General  McAdoo.  Yes.  ^     +  -^u 

Senator  Cummins.  And  you  are  slowly  making  a  lew  contracts  with 
the  short-hne  roads,  from  my  standpoint  without  much  authority 
of  law  but  that  is  neither  here  nor  there  for  the  moment.  Do  you 
want  those  short-hne  roads  to  continue  in  the  same  uncertain  and 
unsatisfactory  status  that  they  now  occupy  ? 

Director  General  McAdoo.  My  feeling  about  the  short-hne  rail- 
roads, Senator,  is  this:  I  tMnk  that  if  we  have  a  five  years  extension 
the  short-line  railroads  ought  to  be  mcluded  m  federal  control, 
because  the  purpose  of  such  an  extension  would  be  to  test  the  whole 
transportation  problem,  with  a  view  to  determmmg  the  best  solution 
of  the  whole  thing  and  at  the  same  time  with  a  view  of  giving  the 
best  service  to  the  people  of  the  country.    In  those  circumstances  i 
think  the  short-hne  railroads  ought  to  be  included     I  think  the  test 
should  embrace  all  facilities  of  transportation.    If  there  had  been 
no  limitation  on  Federal  control  in  the  present  act,  I  should  have 
favored  takino-  the  short  Imes  over  along  with  the  trunk  lines. 
Senator  Cummins.  I  am  glad  you  have  come  to  that  conclusion. 
Director  General  McAdoo.  As  a  war  measure.  Senator  i  did  not 
feel  justified  in  taking  the  short-line  railroads  under  such  a  limited 
period  of  Federal  control.  -ijjj-' 

Senator  Cummins.  I  think  they  should  have  been  included  from 
the  beo-mning,  and  probably  if  there  is  to  be  an  extension,  i  tbinK 
they  should  be  included.  Now,  you  said  a  few  moments  ago  m  your 
review  of  the  situation,  that  probably  there  would  be  required 
$500,000,000  annuaUy  for  extensions  and  betterments— adduions 
and  betterments  to  the  railroad  plant.  If  the  time  be  exl^ded  five 
years,  that  mil  mean  an  expenditure  of  $2,500,000,000.    Where  will 

vou  get  the  money  ?  ,       ,         j-^   *  ,i 

Director  General  McAdoo.  I  think.  Senator,  that  the  credit  of  the 
railroads,  or  at  least  most  of  them,  will  be  sufficient,  projicled  we 
permit  them  to  earn  enough  to  enable  them  to  meet  their  fixed 
charges  and  pay  their  customary  dividends.  .  .,  , 

Senator  Cummins.  You  mean  that  the  various  raihoad  compames 
will  borrow  the  money  1 
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Director  General  McAdoo.  Yes;  I  think  the  credit  of  most  of 
them  will  be  sufficient  when  backed  by  the  moral  and,  in  extreme 
cases,  the  material  assistance  of  the  Government,  to  support  the 
major  improvements  that  should  be  made. 

Senator  Cummins.  You  know  that  most  of  those  railroad  com- 
panies have  mortgages  at  present  ? 

Director  General  McAdoo.  Yes. 

Senator  Cummins.  Securing  issues  of  bonds  ? 

Director  General  McAdoo.  Yes. 

Senator  Cummins.  And  I  assume  that  future  issues  of  securities 
to  the  extent  of  $2,500,000,000  could  hardly  be  brought  within  those 
mortgages ;  so  what  security  are  you  going  to  give  to  those  who  buy 
those  bonds  ? 

Director  General  McAdoo.  Well,  I  think  in  the  case  of  equipment 
that  car  trusts,  properly  issued  

Senator  Cummins  (interposing) .  I  was  not  thinking  of  equipment ; 
I  was  thinking  of  extensions  and  betterments. 

Director  General  McAdoo.  Equipment  will  represent  a  very  large 
part  of  the  future  expenditures. 

Senator  Cummins.  It  has  not  been  in  your  mmd  that  the  Govern- 
ment should  undertake  any  obligation  upon  these  securities? 

Director  General  McAdoo.  No,  except  as  may  be  necessary  in 
specific  cases. 

Senator  Cummins.  You  realize  that  it  would  be  rather  difficult  for 
the  Government  to  compel  the  companies  to  issue  these  obligations, 
and  to  expend  the  money  partly  on  their  own  property  and  partly 
upon  other  property  ? 

Director  General  McAdoo.  My  feeling  about  it  is  this,  that  with 
the  Government  back  of  the  railroads,  and  especially  if  they  are 
earning  enough  to  pay  their  fixed  charges  and  customary  dividends, 
and  to  have  a  reasonable  surplus  

Senator  Cummlns  (mterposing).  How  is  the  Government  back  of 
the  railroads  under  such  circumstances  ? 

Director  General  McAdoo.  I  will  explain.  Senator,  if  you  will  allow 
me. 

Senator  Cummins.  Certainly.  ' 

Director  General  McAdoo.  If  the  period  is  extended  for  five  years 
the  Government  will  be  behind  them  to  the  extent  that  it  will  ad- 
minister them  in  the  common  interest.  Now,  to  the  extent  to  which 
that  IS  done,  the  corporations  which  have  strength  can  finance,  with 
the  Government's  assistance,  I  mean  to  say,  its  moral  influence  and 
support — can  finance,  I  think,  the  necessary  improvements  and  the 
necessary  purchases  of  equipment  which  may  be  agreed  upon.  Of 
course,  if  they  do  not  agree  upon  them,  you  have  got  to  exercise  the 
power  under  the  present  law,  if  that  law  is  extended. 

Senator  Cummins.  There  is  in  the  present  law  authority  for  the 
Government  to  expend  money,  as  I  assume,  and  to  fasten  the  respon- 
sibility for  It,  m  some  rather  vague  way,  upon  the  property  as  a  lien, 
but  I  thmk  that  land  of  security  would  not  be  accepted  in  the  markets 
of  the  world  very  readily. 

Director  General  McAdoo.  I  thmk  that  these  corporations  would 
have  a  great  deal  better  opportunity  to  use  their  credit,  and  could 
perhaps  raise  more  money  on  their  credit  with  the  Government  back 
of  them  to  the  extent  that  it  is  to-day  than  if  they  were  turned  back 
to  private  control. 
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Senator  Cummins.  That  is  what  I  can  not  understand  in  your  posi- 
tion. You  are  expecting  the  cooperation  of  the  raih-oad  companies, 
and  at  the  same  tune  you  have  submitted  the  most  cogent  and  power- 
ful argument  in  favor  of  a  plan  of  unification  which  uivolves  the 
loss  oF  all  individuality  in  corporate  management.  Now,  how  can 
you  expect  the  cooperation  that  you  suggest,  looking  at  human 
nature  as  you  have  clescribed  it  ? 

Director  General  McAdoo.  I  think  there  is  no  more  destruction  of 
the  individuality  of  corporate  management  under  the  five-year  test 
period  than  under  the  21 -months  test  period,  and  I  think  you  will  be 
more  likely  to  have  that  corporate  cooperation  in  the  longer  period 
than  in  the  shorter  period,  because  in  the  longer  period  there  will  be 
time  to  put  into  effect  improvements  that  may  result  in  increasing 
the  earnings  and  in  economies  in  operation  which  would  certainly 
improve  their  credit. 

Senator  Cummins.  Assuming  that  your  proposition  for  unified  con- 
trol— and  there  can  not  be  any  positive  unified  control  without  Gov- 
ernment operation — but  assuming  that  it  is  sound—and  I  am.  not 
impeaching  it  at  this  time — the  only  reason  that  could  lead  the  rail- 
road companies  into  cooperation  with  the  Director  General  would  be 
that  they  thought  they  could  sell  their  properties  at  the  end  of  the 
five-year  period  for  a  great  deal  more  than  they  could  sell  them  for 
now  "and  imder  more  favorable  conditions. 

I  Director  General  McAdoo.  They  might  think  that;  I  can  not  tell. 
But  one  thing  is  certain:  Whatever  they  may  think,  or  whatever 
may  be  the  outcome  eventually,  it  is  plainly  our  duty  to  do  what  is 
best  in  the  public  interest,  and  if  the  five-year  extension  is  the  best 
thing,  we  ought  to  take  that  course  without  fear.  There  is  no  solu- 
tion of  the  railroad  problem  which  has  been  or  can  be  discussed  which 
does  not  present  tremendous  difficulties.  No  man  can  foresee  the 
consequences  of  the  adoption  of  any  one  of  them.  I  think  that, 
since  we  have  already  had  a  test  of  the  railroads  under  war  condi- 
tions, a  continuation  of  the  test  for  a  reasonable  length  of  tinie — say 
five  years,  as  proposed — presents  fewer  difficulties  than  anything  else 
I  can  think  of. 

Senator  Cummins.  And  that  brings  me  to  the  real  point  that  has 
been  raised  here,  which,  I  take  it,  is  very  important.  In  the  10 
months  ending  with  October  of  1918  the  net  loss  in  the  operation  of 
the  class  1  roads,  as  compared  with  the  same  months  of  1917,  has 
been  $905,000,000,  has  it  not? 

Director  General  McAdoo.  No  ;  you  are  entirely  mistaken.  There 
has  been  no  such  loss. 

Senator  Cummins.  Let  us  see.  I  ha, ve  before  me  a  summary  issued 
by  the  Interstate  Commerce  Commission  

Director  General  McAdoo  (interposing) .  The  loss  is  estimated  by 
the  Eaikoad  Admmistration  statistician  at  $136,000,000  for  the  year, 
and  this  is  accounted  for  in  large  wage  increases,  high  cost  of  mate- 
rials and  supplies,  and  everything  of  that  kind. 

Senator  Cutvimins.  I  am  not  saymg  that  it  was  not  necessarily  so, 
but  I  am  simply  trying  to  get  the  facts  on  the  record.  I  have  a  table 
here  which  is  prepared  by  the  Bureau  of  Statistics  of  the  Interstate 
Commerce  Commission.  It  is  headed,  "Summary  of  monthly- 
reports  of  large  roads,  for  the  10  months  ended  with  October,  1918." 
It  covers  the  operations  of  232,000  miles,  which  embraces,  as  I  under- 
stand it,  the  class  1  roads,  substantially. 
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Now,  during  the  first  10  months  of  this  year,  as  shoAvn  by  this 
statement,  the  operatins;  revenue  of  these  roads  was  $4,032,234,144. 
For  the  same  months  in  1917  the  operating  revenue  was  $3,355,328,0791 
so  that  the  roads  took  in,  by  way  of  revenue,  practically  $740,000,000 
more  

Senator  Kellogg.  The  exact  figures  are  $676,000,000. 

Senator  Cummins.  Well,  whatever  it  is.  Now,  for  the  same  roads 
the  expenses  of  maintenance  and  operation  for  the  10  months  of  this 
year  were  $3,247,085,929;  and  for  the  10  months  of  last  year— I 
mean  of  1917— it  was  $2,344,206,000;  so  that  the  net  revenue  from 
railway  operation  this  year — I  mean,  in  1918 — during  those  10 
months  was  $785,148,215",  while  during  the  10  months  of  1917,  it  was 
$1,011,121,155.  In  round  numbers,  while  the  revenue  was  $700,- 
000,000  more,  the  net  revenue  was  $228,000,000  less.  I  assume, 
therefore,  that  a  comparative  statement  would  al)out  confirm  what 
I  said  a  few  minutes  ago. 

Director  General  McAdoo.  No,  Senator,  you  are  mistaken.  You 
do  not  tell  us  there  how  much  transportation  was  furnished  for  the 
money  in  each  year.  In  other  words,  the  volume  of  transportation 
supplied  in  each  case. 

Senator  Cummins.  You  are  quite  right  about  that. 

Director  General  McAdoo.  And,  in  addition  to  that.  Senator,  you 
are  comparing  a  time  when  the  railroads  were  operating  under  war 
conditions,  when,  of  course,  you  could  not  always  be  governed  by 
principles  of  economy;  and,  again,  when  we  took  them  over,  they 
were  in  the  most  paralyzed  condition  they  had  ever  been  in,  and  we 
had  to  clear  that  situation  up  at  very  great  cost;  and,  in  addition  to 
that,  th  ere  were  difficulties  in  getting  skilled  labor,  and  the  green 
labor  which  had  to  be  substituted  for  skilled  labor  that  had  gone  into 
the  Army,  and  many  other  difficulties  which  I  might  mention.  But, 
after  all,  it  is  a  question  of  the  volume  of  transportation  provided 
under  given  circumstances,  and  the  amount  of  money  it  costs,  that 
must  be  the  test. 

You  are  also  comparing  our  war  period,  when  we  took  over  almost 
a  helplessly  broken-down  machine,  with  the  best  period  in  railroad 
history. 

And  may  I  just  say  one  other  thing,  in  connection  with  that  answer  ? 
Senator  Cummins.  Surely. 

Director  General  McAdoo.  We  also  had,  as  you  know,  the  worst 
winter  in  the  history  of  the  country  (at  least  within  my  lifetime), 
which  added  to  the  intensity  of  the  demands  upon  transportation, 
for  war  purposes,  and,  of  course,  made  the  cost  of  transportation  very 
much  greater  than  it  would  have  been  in  normal  times.  In  addition 
to  all  that,  considering  the  returns  for  the  first  10  months,  you  must 
bear  in  mind  that  the  increases  in  wages  and  the  increased  cost  of 
materials  and  supplies  of  all  kinds  was  effective  for  the  entire  10 
months,  whereas  the  increase  in  rates  was  in  effect  for  only  four 
months. 

Senator  Cummins.  Yes,  I  have  those  things  in  mind,  and  I  will 
not  overlook  them  as  I  go  along;  but  I  want  to  say  that  the  conclu- 
sions that  might  be  drawn  from  the  figures  that  I  gave  you  must  be 
qualified  by  reference  to  the  volume  of  traffic,  and  I  have  no  sta- 
tistics with  regard  to  the  volume  of  traffic  in  the  first  10  months  of 
1918  as  compared  with  the  same  months  of  1917. 
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Director  General  McAboo,  Just  as  soon  as  the  returns  are  com- 
pleted I  shall  submit  a  very  full  statement  as  to  all  of  them;  and  I 
may  say  further  that,  as  far  as  we  have  complete  statistics  that  bear 
upon  the  first  10  months,  I  shall  be  glad  to  supply  them. 

Senator  Cummins.  I  want  it  understood,  too,  that  I  think  all  of 
the  members  of  the  committee  are  conscious  of  the  difficulties  imder 
whicli  tlie  Railroad  Administration  was  carried  on,  especially  during 
last  winter:  but  I  am  trying  to  find,  if  I  can,  where  we  are  eventually 
to  emerge,  if  these  conditions  continue.  Now,  you  have  said  that 
the  increase  in  rates  did  not  take  effect  until  about  the  1st  of  July. 
I  believe,  whereas  the  increase  in  compensation  took  effect  on  the 
1st  of  January. 

Director  General  McAdoo.  As  well  as  increases  in  wages  and  cost 
of  supplies  of  all  kinds. 

Senator  Cummins.  Yes;  but  now  I  want  to  bring  your  attention  to 
the  period  in  which  these  things  may  be  assun  ed  to  have  been 
smoothed  out  just  as  fully  as  they  could  be  under  war  conditions, 
and  I  invite  your  notice  to  the  same  comparison  for  the  month  of 
October,  1918.  A  table  furnished  from  the  same  authority,  and  of 
the  same  character,  covering  only  the  month  of  October,  discloses 
this  situation:  That  the  operating  revenue  of  these  class  1  roads  for 
that  month  was  $489,332,259.  For  the  same  month  in  1917  it  was 
$382,544,311:  so  that  the  roads  took  in  during  1918,  in  the  month 
of  October,  $107,000,000  more  than  they  took  in  during  the  same 
month  in  1917;  but  I  find  that  the  net  revenues"  from  railway  opera- 
tion— I  am  not  including  taxes  or  anything  of  that  kind — the  net 
revenue  from  railway  operations  for  the  month  of  October,  1918, 
was  $105,959,693,  whereas  the  net  revenue  for  the  month  of  October, 
1917,  was  $122,487,092— a  difference  of  nearly  or  about  $16,000,000 
for  the  month;  that  is,  the  net  revenue  was  $16,000,000  less  for 
October,  although  the  gross  revenue  was  $107,000,000  more. 

Director  General  McAdoo.  Of  course,  Senator,  those  comparisons 
are  wholly  misleading,  because,  unless  you  know  the  amount  of 
transportation  produced  in  each  instance,  you  have  no  accurate  basis 
of  comparison. 

Senator  Cummins.  Yes;  I  was  hoping  you  might  supply  that. 

Director  General  McAdoo.  We  shall  be  glad  to  supply  it.  If  you 
want  to  get  an  accurate  comparison,  then  you  have  got  to  put  the 
railroad  operations  of  1917  on  the  same  basis  as  1918.  The  same 
rates  and  wage  scale  

Senator  Cummins  (interposmg).  Oh,  no. 

Director  General  McAdoo.  Or  else  you  have  got  to  put  it  upon  the 
basis  of  the  transportation  produced,  and  take  into  consideration,  in 
order  to  base  any  judgment  on  the  merits  of  either  case,  not  only  the 
war  period,  but  also  that  a  great  deal  of  the  back  wage  adjustments — 
these  settlements  that  are  proceeding  throughout  the  year — it  also 
incorporated  in  the  October  statement.  There  is  another  thing:  we 
had  a  very  serious  plague  in  October,  m  which  we  lost  by  death 
thousands  of  railroad  men,  and  thousands  of  others  were  sick.  I 
think  in  New  England  alone  18,000  were  sick  at  one  time.  Now,  all 
of  those  things  added  to  the  cost  of  operation;  and  you  are  comparing 
these  operating  results  under  strikingly  adverse  conditions  or  dis- 
similar conditions,  and,  therefore,  I  say  that  I  do  not  ihink  they 
apply  as  much  as  you  seem  to  thinlv  they  do. 
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Senator  Cltmmins.  Oh,  no.  Understand  that,  so  far  as  I  individ- 
ually am  concerned,  I  am  not  trying  to  prove  that  the  administration 
has  been  inefficient.  I  am  trying  to  find  out  where  we  are  drifting 
and  how  we  will  eventually  escape  bankruptcy. 

Director  General  McAdoo.  I  understand  you  perfectly,  Senator, 
and  I  am  trying  to  explain  why  we  will  not  go  into  bankruptcy. 

Senator  Cltmmins.  Then,  do  you  propose,  in  order  to  meet  this 
situation,  that  there  shall  be  another  increase  in  rates? 

Director  General  McAdoo.  Not  at  all  Senator.  On  precisely  the 
same  basis  as  now  exists  as  to  rates,  wages,  and  cost  of  materials  and 
operation,  I  think  we  should  have  a  surplus  of  $100,000,000  for  1919. 

Senator  Cummins.  How  could  that  be,  when  in  the  month  of 
October  one  finds  that  in  war  times  

Director  General  McAdoo  (interposing) .  I  am  speaking  of  peace 
times. 

Senator  Cummins  (continuing) .  That  for  October  the  net  operating 
income  did  not  meet  the  guaranty  of  the  Government  to  the  railroads  ? 

Director  General  McAdoo.  The  earnings  for  1  month  are  not  an 
index,  necessarily,  for  the  whole  12  months.  I  am  speaking  of  the 
12-month  period  for  1919.  I  think  you  will  find,  on  the  same  basis 
of  existing  wages  and  working  conditions  and  with  the  existing 
rates,  that  you  would  have  a  surplus  of  $100,000,000  in  1919,  over 
and  above  the  Government's  guaranty,  I  mean. 

Senator  Cummins.  You  mean  upon  the  same  traffic  ? 

Director  General  McAdoo.  Yes. 

Senator  Cummins.  And  on  the  same  rates  ? 

Director  General  McAdoo.  Yes;  on  the  same  rates.  Let  me  give 
you  just  this  further  statement:  In  1918  the  railroads  in  this  country 
were  without  any  reserves  of  motive  power  at  all.  They  went  into 
the  winter  with  nothing  in  the  way  of  motor-power  reserves.  They 
did  not  have  sufficient  new  locomotives;  I  mean  they  were  not  de- 
livered, and  it  was  necessary,  therefore,  to  repair  the  old  loco- 
motives. Even  if  the  new  locomotives  which  had  been  ordered  could 
have  been  delivered,  I  had  to  yield  to  Gen.  Pershing's  demands  for 
those  locomotives  to  handle  our  troops  in  Fr«ance;"so  I  deferred  the 
orders  of  the  American  railways  for  new  locomotives  to  the  needs 
of  our  forces  abroad,  in  order  that  our  troops  in  France  might  have 
them  to  get  up  to  the  German  front.  Now,  the  only  possible  sub- 
stitute, under  those  circumstances,  was  to  repair  the  existing  loco- 
motives, and  even  that  meant  with  insufficient  man  power  and  with 
msufficient  shop  facihties,  working  hundreds  of  thousands  of  hours 
overtime  in  order  that  we  might  make  the  old  locomotives  suitable 
as  substitutes  for  the  new  ones  we  were  sending  to  Pershing;  and 
that  cost  us  time  and  a  half  for  overtime,  and  all  of  those  hours  are 
included  in  that  cost  of  operation  for  1918,  when  we  were  operating 
imder  most  extraordinary  and  anomalous  conditions.  Now,  we 
will  not  have  those  things  to  contend  with  the  coming  year. 

As  soon  as  the  armistice  was  signed  I  restored  the  eight-hour  day, 
and  we  have  kept  up  with  our  locomotive  repairs  and  now  have 
nearly  1,100  of  them  in  reserve  with  which  to  go  into  the  winter,  as 
against  none  last  year.  I  mention  those  things  in  order  that  you 
may  see  how  operating  costs  differed  in  the  past.  If  you  will  take 
the  month  of  September,  however,  instead  of  the  month  of  October, 
you  will  see  a  very  handsome  increase  in  earnings,  but  that,  again. 
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is  not  indicative  of  the  whole  year.  As  a  matter  of  fact,  the  earnings 
for  the  year  under  Federal  control  are  fluctuating  between  very  wide 
extremes,  month  by  month,  because  many  of  the  wage  increases  which 
have  been  put  into  effect  could  not  be  paid  out  immediately,  and  it 
takes  a  long  time  to  check  them  up. 

Senator  Cuivimins.  Have  you  similar  statements  to  the  one  1  have 
referred  to  for  each  month  in  the  year? 

Director  General  McAdoo.  Yes.  What  I  should  hke  to  do  is  this: 
Of  course  it  is  impossible  for  me  to  follow  the  details  of  these  operat- 
ing statistics :  I  have  many  other  things  to  attend  to,  and  I  can  only 
keep  track  of  them  in  a  general  way  ;  but  I  should  hke  to  have  some 
one  representing  the  Raihoad  Administration,  and  who  is  familiar 
with  all  these  statistics,  come  here  and  give  you  full  information 
about  it  in  detail  later. 

Senator  Kellogg.  If  you  have  it,  will  you  please  hie  with  the 
committee  the  amount  of  the  wage  settlements  made  and  paid  m 
June,  July,  August,  September,  and  October.  w  ,  t 

Director  General  McAdoo.  I  will  if  they  have  been  completed,  i 
think  we  can  do  that. 

The  Chairman.  Do  you  mean  that  to  include  the  retroactive 

feature?  ^-      t  4. 

Senator  Kellogg.  I  am  talking  about  the  retroactive  feature 

^^Thf  "Shairman.  You  say  you  are  talking  about  retroactive 
entirely  ? 

Senator  Kellogg.  Yes.  \  ■  n  ^  ^.-u 

Senator  Cummins.  Having  gone  over  this  briefly,  we  come  to  the 
question  that  I  have  in  mind,  which  is  of  a  rather  more  general 
character.  Do  you  think,  or  do  you  have  any  doubt  that  Congress 
can,  dui-ing  this  year,  agree  and  establish  a  permanent  pohcy  for 
the  relation  of  the  Government  to  the  raihoad  properties  of  the 

country?  j.-j. 

Director  General  McAdoo.  Senator,  I  would  think  it  is  vM;y  ditti- 
cult.  I  do  not  know,  of  course,  what  Congress  may  do.  You  ask 
if  I  doubt  it.    I  am  frank  to  say  I  do. 

Senator  Cummins.  Assummg  now  we  should  do  what  we  ought 
to  do — continue  this  hearing  and  investigation  and  consideration 
until  it  is  finished,  not  stopping  with  the  4th  of  March— is  there  any 
reasonable  doubt  that  Congress  can  not  deal  with  the  problem  m 
some  fasliion  before  the  year  will  have  gone? 

Dhector  General  McAdoo.  I  can  not  answer  that,  perhaps  as  well 
as  you  can,  but  I  doubt  it.  ..... 

Senator  Cummins.  I  think  it  can.  I  have  no  hesitation  in  saymg 
that,  m  my  opinion,  it  can,  but  whether  it  will  or  not,  that  is  a 

different  matter.  1     x    i,-  u 

Dhector  General  McAdoo.  I  do  not  know  any  subject  about  wbicJi 
there  is  such  an  infinite  variety  of  opinion  as  the  railroad  question. 
It  is  going  to  be  very  difficult  to  reconcile  these  conflicting  views  and 
to  secure  a  permanent  solution  in  a  short  time. 

Senator  Cummins.  In  view  of  the  agitation  that  has  been  going  on 
for  years,  and  the  general  knowledge  of  the  people  concerning  the 
subject,  it  would  seem  to  me  that  we  ought  to  be  able  t^  compose 
them.  Our  action  might  not  be  wise,  but  we  should  be  able  to 
compose  them  within  a  year;  and  do  you  not  think  that  it  would 
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be  a  gi-eat  deal  bettei-  for  the  people  of  this  country  to  speedily  reach 
a  conclusion  that  will  establish  a  permanent  status  ? 

Director  General  McAdoo.  Of  course,  it  is  highly  desirable  to  get 
a  permanent  solution  of  this  problem  as  soon  as  possible.  My 
profound  conviction  is  that  you  can  not  get  a  permanent  solution 
now,  even  is  possible,  that  will  be  as  satisfactory  as  the  one  you  will 
get  after  a  try-out  over  a  longer  period  of  time.  I  think  the  test 
under  peace  conditions  would  be  more  helpful  than  anything,  in 
solving  this  problem  rightly.  No  one  can  tell  what  sort  of  a  plan 
will  come  out  of  the  attempt  to  find  a  solution  now.  Various  alter- 
natives are  proposed.  One  of  them  is  straight  Government  owner- 
ship. That  is  the  line  of  least  resistance.  It  is  the  simplest  method 
of  dealing  with  it.  My  tendencies  have  been  against  that  solution. 
My  inclination  has  been  to  some  form  of  private  o\vnership — the 
preservation  of  private  ownership — but  under  such  strong  and 
effective  Federal  control  that  we  should  get  the  benefit  of  private 
initiative  as  far  as  that  is  possible  under  a  dual  system  of  that  kind, 
and  yet  secure,  for  the  American  people,  the  advantages  of  a  large 
measure  of  unified  operation  of  the  railroads  under  strong  Government 
control.  The  States,  of  coui-se,  will  have  to  yield  some  of  their 
authority  in  order  to  reach  a  correct  solution  of  this  vexed  ])roblem, 
a  solution  which  is  genuinely  in  the  interest  of  all  the  people  of  the 
country. 

As  opposed  to  the  Government  ownership  plan,  several  suggestions 
are  made  as  to  private  ownership  under  a  strong  federalized  control. 
One  of  them  is  that  the  country  should  be  divided  into  regions,  some- 
what analagously  to  the  Federal  Reserve  system,  and  that  all  rail- 
roads in  that  region  should  be  welded  into  one  corporation.  Under 
that  plan,  there  would  be  a  monopoly  of  transportation  within  that 
region,  with  private  ownership  under  Federal  control  and  possibly 
with  Federal  participation  in  the  surplus  earnings  over  a  certain 
return  to  the  owners  on  their  investment.  That  plan  presupposes  a 
valuation  of  all  the  individual  railroad  properties,  and  exercise  of  the 
Government's  power  of  eminent  domain  would  undoubtedly  be  neces- 
sary to  bring  it  about.  I  mention  this  power  of  eminent  domain  as 
one  of  a  few  of  the  perplexities  incident  to  the  adoption  of  the  regional 
plan.  If  that  plan  were  carried  out,  however,  and  the  seven  regions 
we  now  have  are  maintained  as  such,  you  would  have  seven  regional 
railroad  monopolies  operating  under  governmental  control  and 
direction. 

On  the  other  hand,  it  has  been  suggested  that  a  better  solution 
would  be  to  force  a  consolidation  of  the  weak  and  strong  corporations, 
within  practicable  limits,  and  keep  them  in  competition  each  with 
other,  under  strong  federalized  direction  and  control.  That,  again, 
would  involve  all  the  difficulties  in  tfie  procedure  I  have  outlined 
generally  as  applicable  to  the  case  of  the  regional  monopoly.  I  am 
frank  to  say  that  1  do  not  know  which  of  those  three  plans  would  be 
the  best  one  to  adopt  now. 

Let  us  assume,  however,  for  the  sake  of  discussion,  that  we  should 
adopt,  as  a  permanent  solution,  the  plan  for  competitive  corporations, 
under  strong  Federal  control.  I  will  illustrate  it  by  the  southern 
region,  whicli  embraces  the  tei-ritory  south  of  the  Potomac  and  east 
of  the  Mississippi  rivei-s.  In  the  southern  region  there  are  prac- 
tically three  systems  of  railroads — the  Southern,  which  is  very 
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strong  and  reaches  the  largest  part  of  that  territory;  the  Atlantic 
Coast  Line  -  and  Louisville  &  Nashville,  which  compose  practically  one 
system,  and  which  are  also  very  strong.  Then  there  is  the  Seaboard 
\\r  Line  which  is  highly  competitive  with  the  Atlantic  Coast  Line, 
and  which  is  a  much  weaker  sj^stem.  I  am  simply  describing  one  of 
the  plans  which  have  been  suggested  to  me.    I  am  not  committed  to 

it  myself.  o    i,      i   a  • 

Now  suppose  it  is  attempted  to  consolidate  the  beaboard  Air 
Line,  the  Atlantic  Coast  Line,  and  the  Louisville  &  Nashville  into 
one  strong  system,  and  set  it  in  competition  with  the  Southern, 
making  such  readjustments  and  distribution  of  smaller  lines  so  as  to 
divide  them  in  the  most  intelligent  way  between  the  two  big  rail- 
road systems  in  the  district.  We  should  then  have  two  big  systems 
operating  in  the  southeastern  territory  under  Federal  direction  and 
control  and  with  Federal  participation  in  the  surplus  profits,  after 
the  stockholders  had  received  a  stipulated  dividend.  That  plan 
implies,  of  course,  a  readjustment  of  these  various  companies  and  a 
redistribution  among  their  stockholders  upon  some  predetermined 
basis.  No  such  basis  can  be  found  until  we  know  first  what  these 
properties  can  earn  under  unified  control  during  peace  time  and 
what  is  the  reasonable  value  of  the  properties  so  that  the  new  issues 
of  stocks  could  be  made  accordingly,  and  the  most  intelligent  rear- 
rangement of  the  railroad  maps  in  the  southeastern  region  could  be 
determined.  With  the  light  before  me,  I  do  not  see  how  we  can  get 
any  satisfactory  solution  of  the  problem  even  if  this  principle  should 
be  adopted,  until  we  have  had  a  more  thorough  test  of  unified  control 
under  Federal  direction  in  peace  time.  I  think  that  such  a  test 
would  produce  an  immense  amount  of  information  that  would  be 
invaluable  in  solving  this  perplexing  problem. 

Senator  Cummins.  I  have  not  attempted  to  enter  upon  a  discus- 
sion of  the  proper  solution  of  this  problem.  It  is  a  very  delicate 
and  difficult  question.  Everybody  will  admit  that.  Tlie  purpose 
of  my  inquiry  is  to  ascertain  whether  it  is  not  reasonably  sure  that 
we  can  reach  some  solution  during  the  present  year.  Now,  if  you, 
with  your  experience  and  your  knowledge  of  the  reasons  you  have 
given  for  unified  control,  which  are  graphic  and  very  instructive, 
can  suggest  a  plan,  do  you  not  think  if  we  would  sit  down  that, 
within  six  months,  you  or  we  could  reach  a  conclusion  with  regard 
to  the  best  way  of  deahng  with  the  question  ? 

Director  General  McAdoo.  If  you  could  leave  it  to  me,  I  could  do 
it  in  six  months.  I  do  not  know  whether  you  could  get  the  ninids 
of  a  majority  of  some  six  hundred  men  to  meet.  That  is  the  diffi- 
culty with  Congress. 

Senator  Cummins.  But  there  would  be  a  majority  one  way  or  the 
other  for  some  solution,  and  what  you  can  do  others  can  do  if  they 
give  the  subject  the  same  careful  study  which  you  have  given  it. 

Director  General  MoAdoo.  Senator,  of  course  I  do  not  know 
whether  the  Congress  could  reach  a  solution  in  a  short  time  as  you 
seem  to  believe.  I  doubt  it  because  the  problem  is  too  comphcated. 
I  have  mentioned  several  plans  in  order  to  give  you  a  brief  suggestion 
of  their  complexity,  merely  to  indicate  the  difficulties  which  stand 
in  the  way  of  any  meeting  of  the  minds  of  any  large  body  of  men 
like  the  Congress  on  this  subject;  there  is  such  a  great  variety  of 
opinion.    Of  course,  one  man  can  decide  a  thing  quicker  than  a 
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dozen,  because  in  the  latter  case  you  have  to  bring  the  minds  of  the 
dozen  men  together.  The  country  wiU  not  permit  any  one  man  to 
settle  it.    You  gentlemen  of  the  Congress  must  settle  it. 

Senator  Cummins.  But  you  have  delineated  very  clearly  the 
advantages  of  unification.  Nothing  could  happen  in  the  future 
that  would  deepen  your  conviction  in  favor  of  unification  ? 

Director  General  McAdoo.  No;  it  is  the  form  of  imification. 
There  is  the  problem.  That  is  where  your  difficulties  will  come  in. 
I  think  we  will  all  agree  that  the  unification  of  the  railroads  is 
immensely  to  the  advantage  of  the  public.  But  the  question  arises 
as  to  how  you  will  assert  it  permanently. 

Senator  Cummins.  Inasmuch  as  the  experience  of  five  years 
would  tend  only,  from  your  standpoint,  to  esta,bHsh  the  advantages 
of  unification,  I  do  not  see  how  you  can  reasonably  assert  that  we 
need  five  years  in  order  to  study  that  question. 

Director  General  McAdoo.  Senator,  you  evidently  attach  great 
importance  to  the  earnings  of  the  raih-oads,  even  as  made  under 
war  conditions.  You  have  been  analyzing  these  earnings  evidently 
with  the  idea  that  they  have  a  bearing  upon  the  solution  of  the 
problem.  I  think  that  earnings  under  war  conditions  are  an  abso- 
lutely faulty  basis  upon  which  to  begin.  Earnings  under  peace  con- 
ditions would  have  great  value.  That  is  the  reason  I  want  the  test. 
There  are  many  more  things  we  must  learn  about  the  railroads 
before  we  get  a  right  solution  of  the  problem  and  these  we  coidd  not 
learn  during  war  time. 

Senator  Cummins.  You  could  add  nothing  to  the  demonstration 
in  favor  of  unification;  that  is  complete,  is  it  not? 

Director  General  McAdoo.  Yes,  but  it  is  the  form  of  unification 
and  control  that  we  mus  decide  upon. 

Senator  Cummins.  The  only  question  is  whether  that  unification 
can  be  carried  on  properly  ;  I  mean  whether  your  expenses  are  greater 
than  your  income,  and  inasmuch  as  both  expenses  and  income  are 
in  the  control  of  the  Government,  it  would  seem  to  me  that  part  of 
the  problem  could  be  solved  without  much  difficulty. 

Director  General  McAdoo.  Of  course.  Senator,  you  gentlemen  here 
know  more  about  the  possibilities  of  legislation  than  I  do.  I  can  not 
make  any  prophesy  about  that  which  will  shed  any  light  as  to  its 
possibihties,  but  I  do  feel  that  a  further  test  of  "operation  under 
peace  conditions  would  be  of  great  value,  and  that  is  the  reason 
I  suggested  it.  I  may  be  wrong  about  it.  I  am  not  so  dogmatic 
in  any  views  I  hold  that  I  think  them  conclusive. 

Senator  Cummins.  What  effect  do  you  think  it  would  have  upon 
the  railroads  if  you  were  to  dismiss  them  from  Government  operation 
on  the  1st  of  March  ? 

Director  General  McAdoo.  They  would  be  in  a  great  deal  better 
condition  and  in  a  better  situation  than  they  were  on  the  1st  of 
March,  1917— infinitely  better. 

Senator  Cummins.  Physically  or  financially? 

Director  General  McAdoo.  Physically  and  financially. 

Senator  Gore.  You  mean  1918,  do  you  not? 

Director  General  McAdoo.  I  mean  1917  or  1918— in  the  first  place, 
their  properties  have  been  kept  up  and  their  motive  power  and 
equipment  are  in  much  better  condition,  and  they  have  not  been 
scrambled.    There  is  not  a  single  railroad  in  the  United  States 
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today,  the  integrity  of  whose  property  has  not  been  preserved. 
While  the  wages  of  labor  and  working  conditions  have  been  properly 
improved  and  defined,  they  are  now  enjoying  rates  sufficient  to  meet 
those  wage  increases  and  to  maintain  those  conditions,  and  I  think 
adequate  rates  ought  to  be  preserved.  We  put  wages  and  rates 
on  a  fair  basis  I  think.  In  addition  to  that,  they  will  have  had  the 
benefit  of  a  ^reat  deal  of  financing  done  by  the  Federal  Govern- 
ment for  their  account.  Of  course,  the  terms  of  the  settlement 
of  these  debts  that  must  follow,  must  be  eased.  The  roads  are  not 
hurt  by  having  the  Federal  Government  as  a  creditor  for  the  equip- 
ment, etc.,  that  has  been  supphed. 

Senator  Cummins.  Well,  let  us  see  about  that.  Let  us  analyze  that 
a  moment.  As  far  as  wages  are  concerned,  it  is  not  probable  that 
they  would  be  decreased. 

Director  General  McAdoo.  I  should  think  they  would  not  be. 

Senator  Cummins.  Or  lessened  ? 

Director  General  McAdoo.  I  should  think  they  would  not  be. 
I  think  they  should  not  be. 

Senator  Cummins.  They  could  not  be  until  at  least  the  standard  of 
living  had  been  very  materially  changed,  I  assume. 

Senator  Gore.  Or  the  cost  of  living  reduced. 

Senator  Cummins.  The  instant  you  turn  these  railroads  back  to 
their  present  owners,  in  the  absence  of  further  legislation,  the  whole 
interference  on  the  part  of  the  Federal  Government  with  the  laws  of 
the  several  States  would  cease  and  those  laws  would  resume  their 
operation,  and  the  lawful  orders  of  the  various  State  commissions, 
I  assume,  would  be  restored.  What  effect  would  that  have  upon  the 
railroads  and  their  revenue  ? 

Director  General  McAdoo.  It  depends  on  what  the  order  may  be. 
If  it  is  an  order  reducing  rates,  Senator,  why,  they  may,  of  course, 
reduce  the  railroad  revenues  below  the  cost  of  operation. 

Senator  Cummins.  I  mean  suppose  you  were  to  relinquish  the 
railroads  now,  or  on  the  1st  of  March,  without  even  mentioning  the 
matter  of  rates,  your  Order  No.  28  would  no  longer  govern  the  situ- 
ation, would  it  ? 

Director  General  McAdoo.  You  mean  about  rates  ? 

Senator  Cummins.  About  rates. 

Director  General  McAdoo.  No;  I  think  General  Order  No.  28 
would  continue  to  govern.  The  present  rate  structure  would  still 
stand.  It  is  a  question  whether  or  not  the  State  commissions  and  the 
Iriterstate  Commerce  Commission  would  reduce  the  rates  by  orderly 
procedure. 

Senator  Cummins.  Do  you  think  that  as  a  matter  of  law  that  a 
statute  which  fixes  passenger  rates  within  a  certain  State  has  been 
permanently  repealed  by  an  order  of  the  Director  General  fixing 
passenger  rates  ? 

Director  General  McAdoo.  These  rates  would  stand  until  they  are 
altered  by  the  lawful  action  of  the  commissions  in  the  various  States 
in  which  they  have  control  of  any  part  of  the  rate  structure. 

Senator  Cummins.  In  some  of  the  States  the  passenger  rates  and 
freight  rates  were  established  by  law  and  statute. 

Director  General  McAdoo.  I  have  not  gone  into  the  legal  aspects  of 
that  question,  Senator.    I  do  not  know,  as  a  matter  of  fact,  how  far 
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those  statutes  would  affect  the  revenues  of  the  raikoads  within  the 
States,  even  if  the  State  statutes  were  immediately  practicable  upon 
the  return  of  the  roads  to  private  ownership.  It  may  be  that  the 
laws  you  speak  of  would  not  have  a  very  serious  effect  upon  the 
entire  railroad  revenues. 

Senator  Cummins.  I  do  not  know  how  serious  it  would  be,  but 
it  would  seem  to  me  if  the  local  rates  in  the  various  States,  which  you 
have  very  greatly  increased,  were  to  be  restored  to  their  former  point, 
the  effect  of  those  local  rates  upon  the  State  rates  would  be  exceedingly 
intimate  ■ 

Director  General  McAdoo.  Senator,  do  you  believe  

Senator  Cuiumins.  And  you  would  have  very  great  confusion,  at 
least,  in  that  situation. 

Director  General  McAdoo.  Do  you  believe,  Senator,  in  view  of  the 
fact  it  has  been  necessary  to  give  a  Uving  wage  to  labor,  decent  work- 
ing conditions,  which  have  increased  the  costs  of  railroad  operation; 
in  view  of  the  fact  that  the  cost  of  materials  and  supplies  have 
increased  so  much,  that  increases  of  rates— compensatory  increases 
of  rates — which  have  been  unavoidable  and  inveitable,  and  have 
been  granted,  that  State  commissions  woidd  disregard  the  facts  and 
reduce  the  rates  below  the  point  that  would  enable  the  corporations 
to  earn  sufficient  money  to  pay  those  wages  and  mcreased  cost  of 
supplies  ? 

Senator  Cummins.  So  far  as  I  am  concerned,  I  am  entirely  in  sym- 
pathy with  the  increase  in  the  wages.  The  wages  having  been 
increased  the  rates  are  bound  to  increase  in  accordance  with  the 
increase  in  costs,  if  we  are  to  have  a  livable  set  of  laws.  I  am  thinking 
of  the  situation  over  which  we  have  no  authority  by  which  to  adjust 
these  matters  through  national  legislation,  of  the  proposal  to  turn 
the  roads  back.  I  think  that  would  be  little  less  than  a  crime, 
myself. 

Director  General  McAdoo.  If  the  State  laws  of  which  you  speak  are 
exclusive  of  the  Federal  authority,  how  would  the  situation  of  which 
you  speak  be  saved  if  the  roads  were  turned  back  later  to  private 
control  ?  If  you  are  correct,  the  Federal  authority  is  insufficient  to 
protect  the  earnings  of  the  carriers,  whether  they  are  under  private 
or  Federal  control  ? 

Senator  Cummins.  I  am  expressing  an  opinion  about  turning  them 
back  to  private  control,  and  I  am  somewhat  terrified  with  the  sug- 
gestion tnat  we  leave  them  just  as  they  are,  with  the  standard  of 
compensation  as  it  is,  the  standard  of  cost  of  supplies  as  it  is,  and  the 
standard  of  rates  as  it  is — but  if  the  roads  were  turned  back  without 
any  period  in  which  to  get  ready  that  it  would  create  the  most 
deplorable  confusion  and  bring  about  the  most  disastrous  results. 

Director  General  McAdoo.  I  confess  I  can  not  see  any  adequate 
ground  for  the  apprehension.  I  always  recall  the  interesting  fact  that 
in  the  six  years'  experience  I  had  as  Secretary  of  the  Treasury, 
numerous  predictions  of  panics  were  made  to  me  from  time  to  time, 
and  I  discovered  that  aU  these  apprehensions  of  disaster  were  ill- 
founded.  I  say  for  myself  that  these  fears  of  disasters  do  not  make 
much  impression  on  me.  I  do  not  believe  the  railroads  would  face 
any  such  disasters  as  you  suggest,  unless  all  the  State  commissions, 
disregarding  every  element  of  justice  in  the  situation,  should  reduce 
rates  below  a  compensatory  basis,  and  the  Interstate  Commerce 
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Commission,  in  addition,  should  do  the  same  thing  with  reference 
to  interstate  rates. 

Senator  Cummins.  But  you  do  not  give  them  any  opportunity. 
If  you  turn  the  raih-oads  back  within  a  few  months,  you  do  not 
give  the  States  any  opportimity  to  readjust  themselves. 

Director  General  McAdoo.  The  States  do  not  have  to  readjust 
themselves  unless  they  get  busy  and  bring  the  rates  down. 

Senator  Cummins.  In  many  States,  it  is  a  matter  of  statute,  and 
in  all  States  it  is  a  matter  of  State  regulation,  which  I  assume  would 
be  operative  from  the  moment  they  were  turned  back,  unless  there 
was  additional  legislation. 

Director  General  McAdoo.  I  do  not  see  how  you  can  legislate 
against  that,  if  you  are  going  to  turn  the  railroads  back.  I  do  not 
see  how  the  Federal  Congress  can  aifect  the  State  situation,  if  it  is 
exclusive  of  Federal  authority.  I  do  not  believe  the  State  authority 
is  exclusive  of  the  Federal  authoi'ity  in  the  matters  to  which  you  refer. 

Senator  Kellogg.  You  do  not  deny  the  power  of  Congress  to  do  it  ? 

Director  General  McAdoo.  I  say  if  the  Senator's  premises  are  cor- 
rect with  respect  to  intrastate  rates  and  State  control  over  certain 
matters,  then  the  power  of  the  States  could  be  reasserted  and  the 
Federal  Government  would  be  powerless.  If  I  understand  Senator 
Cummins  correctly,  I  do  not  agree  with  his  views  as  to  the  power 
of  the  States  against  the  Federal  power. 

Senator  Cummins.  I  do  not  want  to  think  I  am  a  prophet  of  evil, 
but  I  am  simply  looking  forward  just  as  you  did,  in  1917,  in  which 
year  you  believed — and  so  did  I — that  if  the  railroads  were  not 
taken  possession  of  by  the  Government,  dire  disaster  would  follow. 
Now,  it  would  have  followed,  would  it  not  ? 

Director  General  McAdoo.  I  think  that  was  evident  at  that  time. 

Senator  Cummins.  I  am  inclined  to  think,  if  your  plan  is  pursued, 
that  the  same  disaster  will  ensue  now,  unless  you  give  Congress  a  fair 
opportunity  

Director  General  McAdoo.  My  plan  is  to  

Senator  Cummins.  To  readjust  the  relations  between  the  Govern- 
ment and  the  railroads. 

Director  General  McAdoo.  My  plan  is  to  stabilize  and  preserve 
the  integrity  of  the  situation  through  the  five-year  extension  of 
Federal  control,  and  especially  to  protect  the  situation  in  this  forma- 
tive period  in  the  world's  history,  and  to  make  things  safe  for  every 
interest  concerned.  I  mean  the  people  at  large  as  well  as  the  em- 
ployees and  the  owners  of  the  properties.  We  shall  then  have  plenty 
of  time  in  which  to  work  out  this  railroad  problem.  We  do  not  have 
to  legislate  hastily  to-morrow,  nor  within  12  months,  unless  we  want 
to.  The  course  I  propose  is,  to  my  mind,  the  course  of  prudence, 
safety,  and  wisdom.  The  other  course,  to  attempt  hasty  legislation 
without  an  adequate  test  under  peace  conditions,  is  to  invite  possible 
and  unnecessary  difficulties.  I  can  not  see  how  a  test  period  can 
prejudice  any  American  interest.  It  is  to  my  mind  imperatively 
m  the  public's  interest  that  it  should  be  done.  So,  as  it  appears  to 
me,  Senator,  the  five-year  extension  is  the  safe,  prudent,  and  wise 
thing  to  do. 

Senator  Cummins.  While  I  may  not  disagree  with  you  about  that, 
because  I  think  it  can  be  done  in  a  much  shorter  time,  what  does 
alarm  me — and  it  is  real  alarming — is  the  suggestion  that  unless  we 
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do  grant  an  extension  of  five  years,  these  roads  immediately  are  to  be 
returned  to  their  owners  just  without  any  preparation  at  all. 

Director  General  McAdoo.  I  have  not  heard  that  suggestion, 
Senator.    The  only  suggestion  

Senator  Cummins.  I  understood  that  was  your  belief. 

Director  General  McAdoo.  No,  sir;  my  belief  and  my  suggestion 
is  this:  That  as  promptly  as  possible  the  roads  should  be  returned  to 
private  ownership,  unless  the  time  is  extended.  I  think  that  is  de- 
sirable, in  fact  necessary,  because  I  do  not  beUeve  that  they  can  be 
operated  successfully  during  the  21  months  period  provided  for  in 
the  present  statute. 

Senator  CmiMiNS.  Suppose  Congress  does  not  adopt  that  sugges- 
tion of  extending  the  Government's  operation  for  five  years.  Do 
you  think  that  the  roads  ought  to  be  turned  back  before  a  reasonable 
time — say  a  year — is  given  Congress  to  act  in  whatever  manner  it  may 
see  fit  ? 

Director  General  McAdoo.  I  feel,  Senator,  that  the  difB.culties  of 
operation  under  the  present  conditions  are  so  great,  that  the  inability 
to  secure  the  necessary  cooperation  of  many  interests  which  are 
antagonistic,  will  cause  these  difiiculties  to  increase,  and  that  the 
least  difficult  thing  to  do  is  to  turn  the  roads  back  immediately,  unless 
there  is  an  extension  of  time.  I  am  rapidly  shedding  the  robes 
of  railroad  authority,  and  my  successor  will  have  to  deal  with  those 
questions.  I  do  not  know  what  his  views  will  be.  If  I  were  to  re- 
main here,  and  my  views  counted  for  anything,  and  there  was  no 
extension,  I  think,  just  as  promptly  as  possible,  having  due  regard  to 
all  interests,  the  roads  should  be  turned  back. 

Senator  Cummins.  Suppose  there  was  a  reasonable  probabihty 
that  within  the  year  Congress  wotdd  be  able  to  make  some  disposition 
of  the  question,  you  would  not  feel  that  it  was  your  duty  to  turn  them 
back  inside  of  a  year,  would  you  ? 

Director  General  McAdoo.  Well,  I  think  it  is  a  matter  of  discre- 
tion. I  think  judgment  would  have  to  be  exercised  by  the  President, 
who  is  responsible  for  the  administration  of  the  law,  and  that  he 
would  have  to  make  up  his  mind  whether,  in  the  circumstances  con- 
fronting Mm  at  the  time  he  must  act,  it  woxild  be  in  the  public  interest 
to  keep  the  roads  longer.    I  think  he  would  have  to  determine  that. 

Senator  Cummins.  You  mentioned  some  difficulties  in  continuing 
the  Federal  control  under  the  laws  as  they  are  now.  You  said,  how- 
ever, that  you  beheve  the  year  1919  w-ould  yield,  over  the  guaranteed 
return,  a  surplus  of  more  than  a  hundred  million  doUars.  You  have 
still  part  of  your  I'evolving  fund,  have  you  not  ?  It  has  not  all  been 
spent,  and  a  good  deal  that  has  been  spent  could  probably  be  capital- 
ized by  the  railroad  companies;  what  are  these  difiiculties  that  are 
ahead  of  you  in  the  way  of  financing  the  raihoads  ? 

Director  General  McAdoo.  In  the  way  of  what  ? 

Senator  Cummins.  In  the  way  of  financing  the  raUroads;  that  is, 
of  giving  them  or  helping  them  to  the  money  that  is  necessary  to 
make  additions  and  bettei-ments  and  improvements  ? 

Director  General  McAdoo.  Well,  as  it  is  now,  they  are  challenging 
many  of  the  things  we  are  suggesting  that  they  cooperate  with  us  in. 
Take,  for  instance,  locomotives:  Let  me  give  you  an  idea.  You  must 
have  cooperation  to  operate  these  railroads  during  this  brief  period. 
The  corporate  cooperation  is  of  A^alue.    I  do  not  think  we  can  get  it. 
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I  do  not  think  thev  are  friendly  to  Federal  control.  They  apparently 
think  that  their  interest  is  not  to  cooperate  with  Federal  control. 
That,  of  course,  is  an  impediment  in  tlie  way  of  making  improve- 
ments and  providing  equipment.  The  Government  should  have  cor- 
porate cooperation  in  doing  these  things;  otherwdse  the  Government 
must  make  the  expenditures  and  then  contest  the  question  wdth  the 
corporations  afterAvards  in  the  courts.  I  do  not  think  that  is  a  wise 
thing  to  do.    It  tends  to  keep  the  whole  business  in  a  state  of  foment. 

Now,  on  the  other  hand,  let  us  take  the  State  commissions.  They 
had  a  meeting  in  Washington  recently,  and  practically  made  a 
declaration  against  recognizing  Federal  authority  over  intei-state 
rates.  They  propose  to  contest  this  point.  'During  the  war  period 
they  did  not  assert  any  such  position.  They  were  willing  to  defer  to 
the  war  situation.  Now  they  have  served  notice  that  they  will 
attempt  to  reassert  the  powers  you  have  spoken  of.  I  do  not  know 
to  what  extent  that  wiH  interfere  with  Government  control.  It  will 
not  make  it  any  easier,  at  any  rate. 

Senator  Kellogg.  How  will  the  five  years  period  affect  that  ?  Do 
you  think  they  would  recede  if  the  five-year  control  w^ent  into  effect  ? 

Director  General  McAdoo.  No;  not  altogether,  but  resistance  over 
a  long  period  would  be  almost  hopeless.  With  five-year  control  you 
would  be  in  a  better  position  to  work  out  necessary  improvements 
and  take  your  chances  of  forcing  corporate  cooperation  than  if  you 
had  only  21  months.  A  great  many  grade  changes,  for  instance, 
should  be  made  that  involve  capital  expenditures.  They  would  be 
very  helpful  in  bringing  about  a  reduction  in  the  cost  of  transporta- 
tion, and,  consequently,  a  lowering  of  the  rates  themselves.  There 
are  reaUgnments  of  tracks,  etc.,  that  should  be  made. 

Senator  Cummins.  But  you  can  compel  them  to  make  betterments, 
etc.,  can  you  not  ? 

Director  General  McAdoo.  We  can,  but  we  would  have  to  finance 
all  the  cost  and  would  take  our  chances  of  establishing  the  corporate 
liabihty  in  a  legal  proceeding.  I  do  not  see  any  use  of  getting  in- 
volved and  enmeshed  needlessly  in  an  endless  Utigation  of  that  char- 
acter. If  we  can  not  have  corporate  cooperation  in  a  short  test 
period,  like  21  months,  the  raikoads  should  go  back  promptly  to 
their  owoiers,  because  you  would  have  less  confusion  if  you  turned 
them  back  now  than  if  you  waited  21  months. 

Senator  Cummins.  Such  is  the  variety  of  huncffin  judgment  that 
the  very  reasons  you  give  for  beheving  there  will  be  an  increase  in 
cooperation  leads  me  to  believe  that  there  will  be  less  and  less. 

Director  General  McAdoo.  There,  again.  Senator,  that  is  just  a 
difference  of  opinion,  and  it  is  those  differences  of  opinion  that  lead 
me  to  believe  there  will  be  greater  difficulties  in  the  w^ay  of  a  permanent 
solution  at  this  time  than  in  securing  a  longer  test  period.  To  give 
you  an  illustration  of  some  of  the  things  we  are  contending  with :  In 
the  year  1918,  in  the  budgets  submitted  by  the  Baltimore  &  Ohio 
Kailroad,  they  asked  for  150  locomotives.  We  assigned  to  them  116. 
They  have  objected  to  the  types — which  were  changed  by  the  way 
to  suit  them- — and  now  they  make  a  general  objection.  They  do  not 
want  the  locomotives  at  all.  Let  us  take  the  Central  Railroad  of 
New  Jersey.  They  asked  for  35  locomotives.  That  is  a  strong  cor- 
poration, and  has  good  credit.  There  is  no  trouble  about  their 
finances.    We  assigned  35  locomotives;  now  they  claim  that  they 
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are  not  needed  and  that  they  can  not  finance  them,  although  the 
amount  involved  is  comparatively  small.  Take  the  Chesapeake  & 
Ohio;  they  asked  for  35  locomotives.  We  gave  them  what  they 
wanted,  and  now  they  object  to  their  being  furnished  any  locomotives 
during  F^^deral  control.  Take  the  Chicago  &  Alton.  They  wanted 
10  locomotives.  We  gave  them  10,  and  they  would  now  like  to  re- 
duce the  10  because  of  the  armistice.  They  want  to  leave  the  Federal 
Government  to  hold  the  bag.  The  Chicago  &  Eastern  Illinois  asked 
for  20  locomotives.  We  furnished  them  20,  and  they  now  say  they 
are  imable  to  finance  them.  Of  course  they  could  finance  them  in 
some  way. 

The  Chicago  &  Gre'at  Western  asked  for  15,  and  we  gave  them  15. 
Now  they  say  they  do  not  need  them.  There  is  no  objection  to  the 
locomotives;  they  merely  say  they  do  not  need  them  after  having 
said  they  wanted  them. 

Senator  Underwood.  The  real  issue  is  they  do  not  want  to  take 
the  locomotives  at  the  war  prices  at  which  they  were  purchased ;  they 
believe  the  prices  will  come  down. 

Director  General  McAdoo.  But  they  would  have  been  obliged  to 
buy  them  at  high  prices  if  the  Government  had  not  taken  them  under 
control.  At  the  time  the  railroad  asked  us  for  new  locomotives  the 
prices  were  high. 

Senator  Underwood.  I  know,  but  the  real  issue  is  that  the  loco- 
motives could  probably  be  purchased  cheaper  now  than  the  Govern- 
ment bought  them  for. 

Director  General  McAdoo.  Doubtless,  but  that  does  not  justify 
repudiation  of  their  orders. 

Senator  Cummins.  Is  it  your  opinion  that  the  railroads  need  them? 

Director  General  McAdoo.  It  is — they  asked  for  them. 

Senator  Cummins.  Yes,  but  they  asked  for  more  than  you  gave 
them. 

Director  General  McAdoo.  I  did  not  examine  each  particular  case 
myself,  but  the  Division  of  Operations  went  through  them  with 
great  care  as  well  as  did  Judge  Lovett. 

Senator  Cummins.  The  more  you  continue  that  relationship,  it 
seems  to  me  the  more  complicated  it  will  be. 

Director  General  McAdoo.  I  do  not  think  so.  If  we  had  them 
for  five  years,  the  attitude  would  be  very  different.  They  could  not 
obstruct  successfully  over  so  long  a  period.  Of  course,  the  properties 
must  be  preserved.  The  Government  has  the  right  to  take  the  cost 
of  these  things  out  of  their  surplus  earnings  over  and  above  their 
fixed  charges.  My  policy  has  been  not  to  . do  that  until  absolutely 
necessary.  We  have  tried  to  help  the  corporations,  but  if,  in  these 
circumstances,  they  are  not  willing  to  cooperate,  what  can  we  expect 
from  them  on  a  short  tenure  witli  improvements  of  all  kinds  that 
should  be  made  ?  I  think  they  would  be  interposing  objections  of  all 
kinds.  Why  contmue  such  a  condition  as  that  which  will  involve 
the  Government  deeper? 

Senator  Cummins.  That  leads  me  to  another  question:  Suppose 
the  deficit  this  year,  as  compared  with  your  guaranty,  is  one  hundred 
and  fifty,  or  one  hundred  and  scA^enty-five  million  dollars;  what  is 
the  fair  thing  to  do?  Should  that  deficit  be  met  out  of  these  rates 
from  shippers  or  should  it  be  met  out  of  the  Treasury  ? 
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Director  General  McAdoo.  I  think  the  deficit  this  year  ought  to  be 
paid  out  of  the  revolving  fund  as  an  essential  part  of  the  war  cost. 
That  was  what  the  revolving  fimd  was  created  for.  I  think  the  rate 
structure  should  be  preserved  at  a  sufficiently  reasonable  point  to 
enable  the  Government,  if  it  operates  the  railroads,  to  earn  the  year 
the  standard  guaranteed  return  and  a  reasonable  surplus  for  general 
usage. 

Senator  Cummins.  So,  if  your  view  of  it  is  correct,  and  your  pre- 
diction is  well  founded,  the  rates  could  be  reduced  next  year  quite  a 
great  deal  ? 

Director  General  McAdoo.  My  feeling  is  that  the  cost  of  materials 
and  supplies  is  likely  to  decline.  Take  coal,  particularly.  Our  fuel 
bill  for  1918,  for  10  months,  was  $140,000,000  more  than  for  the  same 
period  in  1917.  I  do  not  believe  coal  is  going  to  remain  at  any  such 
high  price  as  that.  I  think  that  the  cost  of  cross  ties  and  lumber  and 
steel  and  all  of  those  things  will  be  reduced  to  a  more  reasonable 
basis.  The  railroads  will  get  the  benefit  of  those  things.  I  think 
there  are  further  economies  in  operation  in  peace  time  which  were 
not  possible  under  war  conditions.  The  excessive  pressure  of  neces- 
sities for  war  purposes  will  be  relieved.  I  think  we  will  be  able  to 
effect  very  large  economies  in  1919  imder  the  unified  plan  which  I 
think  would  not  be  possible  under  diversified  control,  and  I  think 
that  at  the  end  of  the  year  1919  we  will  be  able  to  reduce  the  rates. 
I  have  a  very  strong  feeling  that  rates  can  be  reduced,  but  to  what 
extent  I  do  not  now  know. 

I  think  you  will  find,  as  you  go  along  now,  that  the  comparative 
statements  of  earnings  of  the  railroads — operating  revenue — will 
show  an  improvement  every  month  of  this  year  over  last  year,  and 
that  January,  1919,  unless  something  unforeseen  occurs,  will  show  a 
great  improvement  over  January,  1918,  and  that  earnings  will  reflect 
great  improvement  each  month  as  we  go  along.  So,  I  am  in  hopes 
that  reductions  in  rates  will  result  at  the  end  of  1919. 

The  Chairman.  Mr.  McAdoo,  Senator  Cummins's  argument  or  his 
questions  have  revealed  the  fact  that  he  is  apprehensive  if  you  turn 
the  railroads  back,  on  account  of  increased  wages  or  tariffs,  that  cer- 
tain statutes  in  certain  States  would  be  opeartive  instanter  and  there- 
fore tend  to  confusion  and  maybe  disaster  to  the  transportation 
companies  of  this  country.  Do  you  think,  unless  there  is  a  five-year 
extension,  that  to  return  them  at  once  would  be  to  the  best  interests 
of  the  public  rather  than  waiting  until  the  21  months  after  peace 
shall  have  been  declared  has  elapsed,  as  he  contends,  to  give  Congress 
time  to  study  the  problem  from  the  facts  they  have  now  and  reach 
such  conclusions  as  they  can  reach  ? 

Director  General  McAdoo.    If  I  catch  your  question  correctly  

The  Chairman.  Of  the  two,  which  do  you  think  would  serve  the 
public's  interest  better  ? 

Director  General  McAdoo.  I  have  said.  Senator,  and  I  repeat  it, 
that  it  is  my  dehberate  judgment  that  in  the  circumstances  which  I 
know  will  have  to  face  Federal  control  for  21  months,  that  it  will  be 
better  to  turn  the  raihoads  back  to  private  ownership  as  promptly 
as  possible.  In  dealing  with  that  situation  we  should  take  into  con- 
sideration the  conditions  at  the  time  and  make  such  reasonable 
adjustments  with  the  railroads  when  they  are  surrendered  as  will 
ease  the  process.   That  is  my  judgment. 
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The  Chairman.  You  think  that  the  several  States  would  have  to 
use  such  discretion  as  in  their  judgment  would  be  necessary  to  main- 
tain the  public's  interest  when  you  shall  have  turned  them  back? 

Director  General  McAdoo.  I  think  this,  that  where  discretion  is  in 
the  State  commission,  no  State  commission  is  going  to  disregard  the 
facts  of  the  situation  and  deliberately  reduce  rates  to  a  point  where 
the  railroads  can  not  earn  the  cost  of  operation  and  a  fair  return. 

Senator  Watson.  I  understood  you  to  say  that  the  State  com- 
missions had  made  a  protest  against  the  Federal  rates. 

Director  General  McAdoo.  They  protested  against  not  being  able 
to  pass  on  intrastate  rates.  That  was  done  by  resolution,  as  I  under- 
stand it. 

Senator  Watson.  Did  they  protest  against  the  rates  themselves  ? 
Director  General  McAdoo.  I  do  not  think  so — not  in  this  reso- 
lution. 

The  Chairman.  They  just  protested  against  not  participating  in 
the  making  of  the  intrastate  rates  ? 

Director  General  McAdoo.  They  declared  their  right  to  participate 
in  making  intrastate  rates. 

Senator  Cummins.  Do  you  think  there  is  any  difference  in  our 
power  to  deal  with  the  railroads  in  times  of  peace  as  compared  with 
war  conditions  ? 

Director  General  McAdoo.  I  have  not  analyzed  that  sufficiently 
to  express  an  opinion.  I  am  inclined  to  think,  without  having  ex- 
amined it,  that  under  the  Interstate  Commerce  clause  of  the  Consti- 
tution, we  have  aequate  power  to  deal  with  that  question. 

Senator  Pomerene.  I  nave  no  doubt  in  my  mind  that  Congressi 
has  the  right  to  take  over  these  railroads  as  a  war  power,  and  I  have 
no  doubt  in  my  mind  but  what  we  have  the  right  to  take  the  titles 
to  these  railroads,  if  we  wish,  under  the  program  of  Government 
ownership.  But  has  yom-  legal  department  investigated  the  question 
to  ascertain  whether  or  not  we  have  the  right  to  take  the  railroads 
and  keep  them  for  five  years,  until  we  make  up  our  minds  as  to  what 
to  do  with  them? 

Director  General  McAdoo.  I  think  if  we  have  the  right  to  keep 
them  for  21  months  after  the  signing  of  peace,  we  have  the  right  to 
keep  them  longer.  Do  you  question  the  right  to  keep  them  21  months  ? 

Senator  Pomerene.  I  am  not  perfectly  clear  whether  we  have  a 
right  to  keep  them  21  montlis  after  the  war  has  been  concluded  or 
not;  but  as  we  have  given  that  power,  whether  legally  or  not,  it  is 
not  necessary  to  decide,  but  clearly,  if  we  contemplate  increasing 
that  time  from  21  to  60  months,  certainly  that  is  extending  the  con- 
trol for  many,  many  months  beyond  the  point  where  there  is  any 
necessity  for  it,  looking  at  it  from  the  standpoint  of  a  war  problem. 
^  Director  General  McAdoo.  I  have  not  examined  the  legal  question 
myself  with  sufficient  care  to  express  an  opinion— but  it  is  perfectly 
clear  to  my  mind  that  if  Congress  has  the  power  to  hold  them  for  21 
months  after  the  signing  of  peace,  they  would  have  the  right  to  hold 
them  60  months. 

Senator  Pomerene.  Do  you  think  we  have  the  right  to  hold  them 
10  years  after  the  signing  of  peace  ? 
Director  General  McAdoo.  I  think  so. 
Senator  Pomerene.  Or  for  99  years  ? 
Director  General  McAdoo.  Yes ;  I  think  so. 
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Senator  Pomerene.  Do  you  mean  without  papng  for  tliem  ? 

Director  General  McAdoo.  No,  of  course  not;  we  should  have  to 
compensate  them.    Provision  is  made  for  compensation. 

Senator  Pomerene.  By  way  of  rental  or  m  payment  for  themi 

Director  General  McAdoo.  Either  by  rental,  if  you  prescribe  that 
as  the  exclusive  remedy  or  by  resort  to  the  courts,  provision  for 
Siich  you  ha^Tmade  in  the  citing  law..  The  power  of  condemna- 
tion or  the  power  of  eminent  domain  is  frequently  asserted  and 
possession  is  taken  before  compensation  is  actually  paid. 
^  Snator  Pomerene.  We  have  the  power  of  condemnation  when 
we  want  to  take  titie  to  the  property,  but  you  have  to  pay  the  com- 
pensation first  before  you  can  do  it,  except  during  time  of  war,  as  I 


^^*Senator  Gore.  The  provision  for  compensation  has  to  be  put  in 

the  act.  T  1  .  1  xi   i.  u 

Senator  Pomerene.  I  think  that  may  be  so. 

Director  General  McAdoo.  I  think  Uncle  Sam  is  security  enough 
He  does  not  have  to  give  a  bond.    The  effect  of  this  statute  would 
simply  be  to  extend  the  period,  for  wluch  they  would  receive  com- 
pensation.   If  the  carriers  do  not  agree  to  that  they  can  take  it 

Senator  Pomerene.  Have  you  asked  your  legal  department  for 
an  opinion  as  to  our  power  to  take  over  the  railroads  and  hold  them 
for  five  years  or  an  indefinite  period,  until  we  can  make  up  our  nnnds 
as  to  what  pohcy  we  desire  to  pursue  toward  them  t 

Director  General  McAdoo.  I  have  not.  . ,    .     ,  . 

Senator  Pomerene.  A  year  ago,  when  we  were  considering  legis- 
lation, under  which  the  Government  took  contiol  of  the  railroads 
the  railroad  presidents  and  executive  managers  here  said  that  it 
was  their  purpose  to  keep  their  organizations  so  that  they  would 
be  ready  to  take  back  these  properties  and  manage  them  alter 
Government  control  had  ended.  Suppose  we  were  to  take  over 
these  railroads  for  a  period  of  5  years  instead  of  21  months  Do 
you  think  they  would  be  able  to  keep  then  different  organizations 

*^Si^ctor  General  McAdoo.  I  do  not  see  why  not,  because  the 
organizations  that  operate  the  railroads  would  be  the  organizations 
thev  would  naturally  take  over  when  they  took  them  back,  ihe 
corporate  organization  would  be  preserved  as  they  are  now.  ihey 

must  do  that  in  any  case.  ,  •  Q+a+« 

Senator  Pomerene.  A  prominent  railroad  attorney  m  my  btate 

the  other  day  said  that  with  certain  railroads,  he  knew  many  oi  the 

best  railroad  men  were  seeking  other  avenues  of  employment 

because  of  the  uncertainty  of  this  Government  control.    Is  not  that 

a  matter  that  should  be  considered  ?  * 

Director  General  McAdoo.  That  is  one  of  the  reasons  why  I  thmk 

a  5-year  period  would  be  valuable. 

Senator  Pomerene.  Why  not  set  it  at  10  years  {  ^    •,    . , 

Director  General  McAdoo.  That  is  for  you  gentlemen  to  decide. 

I  think  5  years  is  enough.    I  am  merely  giving  you  my  opinion. 
Senator  Kellogg.  Mr.  Chairman,  I  should  like  to  ask  a  few 

'^Th^^'cHAiRMAN.  I  thought  that  about  5  o'clock  the  committer 
would  adjourn  until  to-morrow  morning. 
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benator  Kellogg.  I  do  not  fully  understand  3-our  position  as  to 
this  sudden  release  of  the  roads.  You  have  increased  the  passenger 
and  Ireight  rates  from  25  to  50  per  cent  by  an  order,  have  you  not? 

Director  General  McAdoo.  Yes. 

Senator  Kellogg.  That  order  superseded  all  rates  fixed  by  the 
Interstate  Commerce  Commission  and  by  the  State  commissions 
and  by  State  statutes,  did  it  not?  ' 

Director  General  McAdoo.  I  so  understand.  ■ 

Senator  Kellogg.  Now,  there  are  nine  States,  as  I  understand 
It— 1  may  be  mistaken— which  have  statutes  fixing  permanentlv 
a  2-cent  passenger  rate  within  the  State  ? 

Senator  Gore.  How  many  States  did  you  say? 

Senator  Kellogg.  Nine,  I  understand.  IfVou  turn  the  roads 
back,  they  immediately  become  subject  to  those  statutes,  do  thev 
not? 

Director  General  McAdoo.  Perhaps  so.  Senator.  I  have  really 
not  considered  that  legal  question. 

Senator  Kellogg.  Then  you  would  have  a  local  2-cent-a-mile  rate 
and,  assuming  the  Federal  rates  which  you  fixed  were  in  existence' 
an  interstate  3-cent  or  3i-cent  mile  rate.  ' 

Director  General  McAdoo.  I  am  not  so  sure  of  that.    I  should 
have  to  look  into  that.    My  feeling  about  that,  Senator,  is  this 
that  wherever  those  rates  affect  the  interstate  rate,  I  think  there  is 
a  very  serious  question  whether  they  are  exclusive  of  the  Federal 
authority.    Of  course  that  is  a  legal  question. 

Senator  Kellogg.  Congress  has  not  taken  the  power  over  all 
rates— the  intrastate  rates— from  the  States.  I  mean  except  in 
war  time. 

Director  General  McAdoo.  I  thmk  it  has  not  only  for  the  war 
period  but  for  21  months  thereafter. 

Senator  Kellogg.  I  do  not  thmk  there  is  any  doubt,  therefore 
that  those  rates  would  go  back  to  2  cents.    They  would  be  reduced 
50  per  cent  at  once.    What  chance  would  the  railroads  have  of  main- 
tammg  their  3-cent  interstate  rate  as  against  a  locally  fixed  2-cent 
rate— a  2-cent  State  rate  ? 

Director  General  McAdoo.  I  do  not  know  what  effect  that  would 
have  on  the  revenues.  It  might  be  a  very  serious  question  for  some 
roads. 

Senator  Kellogg.  Do  you  not  know  that  the  interstate  rates 
would  tumble  at  once  to  correspond  with  the  State  rates  ? 

Director  General  McAdoo.  You  are  speaking  of  the  financial  aspect, 
benator,  assummg  that  will  happen  ? 

Senator  KjELLOGG.  Yes.  ,  1      ;  ; 

Director  General  McAdoo.  I  do  not  know  about  that 
Senator  Kellog(?.  Take  the  State  of  Illinois,  for  example 

Director  General  McAdoo.  I  would  have  to  know  

Senator  Kellogg.  The  State  of  Illinois  has  a  large  local  business. 
Director  General  McAdoo.  Yes. 

Senator  Kellogg.  And  had  a  2-cent  local  rate  when  it  went  under 
Government  control? 


Director  General  McAdoo.  Yes. 
Senator  Kellogg.    And  you  ra 
as  used  ? 
Director  General  McAdoo.  Yes. 


Senator  Kellogg.  And  you  raised  to  31  cents  when  the  Pullman 
was  used  ? 
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Senator  Kellogg.  That  will  go  back  to  the  2-cent  rate.  It  will 
take  a  great  many  hundreds  of  thousands  or  millions  of  dollars  out 
of  the  revenues  of  the  raiboads ,  would  it  not  ? 

Director  General  McAdoo.  I  do  not  know.  I  would  have  to  ex- 
amine that  from  the  standpoint  of  each  railroad.  There  will  be  some 
offsets  to  that  in  the  reduced  cost  of  materials  and  suppUcs. 

Senator  Kellogg.  I  am  coming  to  that. 

Director  General  McAdoo.  I  think  that  that  will  follow  m  1919. 

Senator  Kellogg.  But  the  passenger  rates  all  over  the  country 
have  substantially  been  raised  50  per  cent  or  more  than  that,  if  you 
take  into  consideration  travehng  in  Pullman  cars. 

Director  General  McAdoo.  The  extra  Pullman  mileage  charge  has 
been  taken  off. 

Senator  Kellogg.  Well,  it  is  50  per  cent. 

Director  General  McAdoo.  Yes. 

Senator  Kellogg.  Now,  a  great  many  of  the  States  have  statutes 
fixing  freight  rates  also,  have  they  not? 

Director  General  McAdoo.  They  may  have.  I  have  not  examined 
into  that. 

Senator  Kellogg.  Those  statutes  would  become  operative  imme- 
diately if  the  railroads  were  turned  back  ? 

Director  General  McAdoo.  I  shall  have  to  reserve  my  opmion  on 
that.    It  is  a  legal  question. 

Senator  Kellogg.  I  think  you  would  come  to  that  opinion,  if  you 
look  into  the  matter. 

Director  General  McAdoo.  As  to  the  financial  effect,  of  course  i 
would  have  to  analyze  the  traffic.  I  think  it  might  be  the  case  that 
the  stronger  roads  might  not  be  seriously  hurt.  In  the  case  of  the 
weaker  roads,  they  might  be.    Of  course  it  would  affect  them 

differently.  i  i 

Senator  Kellogg.  Now,  you  say  that  under  the  Government 

operation  for  the  first  vear,  the  Government  has  lost  $136,000,000; 

that  that  will  be  the  deficit,  or  about  that,  as  you  figure  it? 
Director  General  McAdoo.  Yes. 

Senator  Kellogg.  You  think  that  can  be  made  up — at  least 
$100,000,000  of  it— in  1919?  . 

Director  General  McAdoo.  I  have  no  doubt  of  it.    I  thmk  it  can 
all  be  made  up  in  1919.    Let  me  say  that  I  hope  I  made  it  clear  that 
we  got  the  benefit  of  only  six  months  of  rate  increases,  whereas  there" 
was  a  12-months'  period  of  operation  under  increased  wages  and  costs 
of  supplies  and  materials. 

Senator  Kellogg.  Yes. 

Director  General  McAdoo.  And  the  $136,000,000  of  deficit  m  1918 
is  the  price  America  paid  for  an  effective  transportation  system  for 
war  purposes.  It  is  my  honest  judgment  that  we  did  not  get  as 
much  value  for  any  money  we  spent  in  the  war  as  we  did  for  that 
$136,000,000.  In  1919,  I  believe 4hat,  on  the  present  basis  of  rates 
and  wages,  and  assuming  that  conditions  are  pretty  generally  the 
same  with  respect  to  traffic  and  so  forth,  we  shall  earn  the  standard 
return  and  probably  $100,000,000  surplus. 

Senator  Kellogg.  Is  there  any  reason  why  the  Government  should 
not  hold  the  roads  for  that  year  and  use  that  money  to  come  out 
even  with? 

Director  General  McAdoo.  None  whatever  on  that  score,  il  we 
disregard  the  other  objections. 
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Senator  Kellogg.  Do  you  not  think  that  would  be  srood  business 
to  do  that  ? 

Duector  General  McAdoo.  I  am  not  so  sure  about  that.  It 
depends  entirely  upon  the  obstacles  in  other  directions  that  you  must 
encounter. 

Senator  Kellogg.  Let  us  see  about  that.  You  are  aware,  are  you 
not,  that  if  those  rates  should  tumble  substantially  to  their  former 
standard,  if  the  railroads  were  turned  back  with  the  increased  opera- 
tion expenses,  increases  in  wages,  increases  in  material,  etc.,  that  the 
railroads  would  soon  be  bankrupt  ? 

Director  General  McAdoo.  I  do  not  think  so.  That  does  not 
necessarily  follow.  Some  of  them  might  become  bankrupt  because 
some  of  them  are  very  weak  any  way.  In  the  next  place  I  do  not 
believe  these  rates  would  go  back  entirely,  because  I  do  not  believe 
that  the  commissions  which  would  deal  with  them  would  disregard 
the  items  of  increased  cost.  They  would  be  bound  to  take  tliem  into 
consideration  and  would  do  so  in  dealing  with  rates. 

Senator  Kellogg.  The  roads  were  earning,  when  you  took  them 
over,  about  $950,000,000  net,  were  they  not? 

Director  General  McAdoo.  You  mean  for  the  year  1917? 

Senator  Kellogg.  Well,  the  three-year  period — the  averag^. 

Mr.  HiNES.  The  last  year  it  was  a  httle  over  $900,000,000. 

Senator  Kellogg.  Now  the  cost  of  material,  the  cost  of  wages,  etc., 
have  gone  up,  and  it  now  costs  the  railroads  seven  or  eight  himdred 
million  dollars  more  for  them,  does  it  not  ?  Do  you  mean  to  say  that 
the  earnings  would  go  back  to  the  original  amount  and  that  they 
stiU  could  pay  seven,  eight,  or  nine  hundred  million  dollars  more  and 
still  have  any  net  ? 

Director  General  McAdoo.  I  did  not  say  that. 

Senator  Kellogg.  If  the  rates  went  back  to  their  original  standard 
and  the  operating  costs,  the  cost  of  labor  and  the  cost  of  material — 
and  as  to  the  increase  in  the  wages  of  labor  I  do  not  say  that  that  is 
unjust  at  aU — but  have  you  any  doubt  that  they  would  not  have  any 
net  earnings? 

Director  General  McAdoo.  Of  course,  they  would  have  a  deficit  on 
that  basis.    May  I  askyou  a  question,  Senator ? 

Senator  Kellogg.  Well,  I  do  not  know  about  that.  I  do  not  know 
anything  about  this  subject. 

Director  General  McAdoo.  Neither  do  I.  We  are  simply  talking 
about  it.  "V\Tiat  do  you  think  the  railroads,  under  private  control, 
would  have  earned  in  the  year  1918  if  the  Government  had  not 
operated  them  ? 

Senator  Kellogg.  I  do  not  know  that  I  know  anything  about  that. 
If  the  rates  had  not  been  increased,  of  course,  with  the  increased 
expenses,  they  would  not  have  earned  anything.  Now,  Mr.  McAdoo, 
when  this  bill  was  considered  last  year,  it  was  said  by  you  that  there 
should  be  a  reasonable  period  after  the  war  for  legislation  for  read- 
justment, and,  alter  hearing  everybody,  Congress  fixed  21  months 
after  the  close  of  the  war  for  legislation  for  readjustment.  Now, 
why  should  we  not  have  those  21  months? 

Director  General  McAdoo.  You  fixed  a  maximum  with  an  express 
provision  in  the  statute  for  an  earlier  relinquishment. 

Senator  Kellogg.  Are  you  certain  

Director  General  McAdoo.  And  may  I  say  also  that  the  reasonable 
period  I  argued  for  was  not  21  months.    I  argued  strongly  before  this 
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committee  against  such  a  short  limitation.    I  strongly  argued  in 
fact  for  no  limitation  on  the  period  of  Federal  control. 

Senator  Kellogg.  But  Congress  fixed  21  months.    Why  should 
they  not  have  21  montlas  in  which  to  legislate  ? 

Du-ector  General  Mcx4.doo.  Congress  did  not  fix  21  months.  You 
fixed  21  months  as  a  maximum  and  with  an  express  provision  for 
relinquishment  within  a  shorter  time.  Congress  can  legislate  just  as 
readily  with  the  railroads  returned  to  their  owners  as  if  they  are  kept 
imder  Federal  control  for  21  months. 

Senator  Kellogg.  No  ;  we  simply  gave  the  power  to  the  President, 
if  he  deemed  advisable. 

Du-cctor  General  McAdoo.  That  is  what  I  say.  You  have  an  ex- 
press provision  for  earlier  relinquishment. 

Senator  Kellogg.  Are  the  circumstances  different  so  that  we  do 
not  need  a  reasonable  time  after  the  conclusion  of  war  for  legislation  ? 

Director  General  McAdoo.  I  think  the  circumstances  have  changed 
for  the  reasons  I  have  stated;  that  is,  it  is  almost  impossible  to  get  any 
satisfactory  test  of  operation  in  a  21-month  period,  and,  of  course, 
I  do  not  know  whether  you  can  get  legislation  for  permanent  solution 
within  that  time  or  not.  You  gentlemen  are  the  judges  of  that. 
After  all.  my  opmion  about  the  five-year  period  is  merely  an  opinion. 
I  do  not  state  it  dogmatically.  I  am  simply  givmg  my  opmion  for 
what  it  is  worth. 

Senator  Kellogg.  You  speak  about  a  test  period.  What  you  are 
doing  now  is  operating  the  raih-oads  bv  the  Government  as  one  sys- 
tem, under  a  completely  unified  control. 

Du-ector  General  McAdoo.  We  have  not  completely  unified  them. 
I  think  further  unification  can  be  made  with  great  benefit.  We  are 
operating  them  under  one  control. 

Senator  Kellogg.  The  Government  is  operating  the  railroads  to  a 
complete  extent,  so  far  as  its  powers  are  concerned,  as  if  they  owned 

them.  J   r.  i. 

Director  General  McAdoo.  No,  it  is  not  doing  anythmg  of  that 

sort. 

Senator  Kellogg.  It  is  operatmg  them  ?  .  •  j 

Director  General  McAdoo.  Yes,  but  not  to  the  extent  as  if  it  owned 

them.  .  J 

Senator  Kellogg.  You  are  makmg  a  test  of  operatmg  them  under 

one  system  though?  j.         j       ^  i 

Director  General  McAdoo.  We  are  making  a  test  of  unified  control 

imder  decided  limitations. 

Senator  Kellogg.  You  are  not  making  the  test  under  private 

operation,  are  you? 

Director  General  McAdoo.  No. 

Senator  Kellogg.  Or  by  regional  operation?  j    -j  -n 

Director  General  McAdoo.  A  test  of  one  system  under  decidedly 
limited  powers.  . 

Senator  Kellogg.  You  are  not  makmg  a  test  oi  regional  operations 
under  a  system  where  the  roads  are  all  owned  by  one  corporation  and 
controlled  by  the  Government? 

Director  General  McAdoo.  No. 

Senator  Kellogg.  Will  vou  tell  me  how  your  test  of  Government 
ownersh'p  .s  going  to  enl.ghten  us  as  to  all  these  other  systems  i 

Director  General  McAdoo.  I  think,  that  the  test  of  operations  un- 
der peace  conditions,  when  many  other  reforms  and  practices  can  be 
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put  into  effect,  which  were  not  possible  during  the  war  period,  will 
develop  a  great  deal  of  knowledge  which  will  be  valuable  as  a  basis 
for  the  solution  of  this  problem.  Much  importance  seems  to  be 
attached  to  the  fact  that  the  railroads  have  earned  less,  by  $136,000,- 
000,  than  the  standard  returns  this  year.  I  think  that  is  a  matter  of 
no  importance,  relatively. 

Senator  Kellogg.  It  is  not  important  to  me. 

Director  General  McAdoo.  It  was  a  war  expenditure,  which  has 
resulted  in  greater  benefit  to  the  country  than  a  like  amount  ex- 
pended in  any  other  direction.  If  the  earning  power  is — as  many 
contend — the  true  test  and  the  necessary  basis  for  any  permanent 
solution,  the  earnings  under  Government  control  become  of  such 
importance  that  we  should  have  a  test  under  peace  conditions  for  a 
sufficient  period  to  get  a  genuine  result.  Earnings  under  war  condi- 
tions are  not  a  criterion. 

By  the  way,  let  me  refer  to  your  cj^uestion  about  Government 
control.    I  should  like  to  quote  the  act  itself.    Section  14  provides: 

That  the  Federal  control  of  railroads  and  transportation  systems  herein  and  here- 
tofore provided  for  shall  continue  for  and  during  the  period  of  the  war  and  for  a  reason- 
able time  thereafter,  which  shall  not  exceed  one  year  and  nine  months  next  followins 
the  date  of  the  proclamation  by  the  President  of  the  exchange  of  ratilications  of  the 
treaty  of  peace:  Provided,  however,  That  the  President  may,  prior  to  July  first,  nine- 
teen hundred  and  eighteen,  relinquish  control  of  all  or  any  part  of  any  railroad  or 
system  of  transportation,  further  Federal  control  of  which  the  President  shall  deem 
not  needful  or  desirable;  and  the  President  may  at  any  time  during  the  period  of 
Federal  control  agree  with  the  owners  thereof  to  relinquish  all  or  any  part  of  any 
railroad  or  system  of  transportation.  The  President  may  relinquish  all  railroads  or 
systems  of  transportation  under  Federal  control  at  any  time  he  shall  deem  such  action 
needful  or  desirable.  No  right  to  compensation  shall  accrue  to  such  owners  from 
and  after  the  date  of  relinquishment  for  the  property  so  relinquished. 

Senator  Kellogg.  That  time  was  prescribed  to  give  Congress  an 
opportunity  to  consider  all  needful  legislation  for  the  control  of  rail- 
roads after  the  war. 

Director  General  McAdoo.  No,  sir;  on  the  contrary,  every  railroad 
man  resisted  any  control  for  any  period  after  the  end  of  the  war. 
They  were  all  opposed  to  any  control  after  the  war. 

Senator  Kellogg.  I  do  not  think  you  are  correct  about  that. 

Director  General  McAdoo.  As  I  recall  the  testimony,  that  was  true. 
By  the  way,  there  were  until  quite  recently  resolutions  appearing  in 
the  papers  demandmg  the  immediate  return  of  the  properties,  as  I 
recall  them. 

Senator  Kellogg.  What  resolutions  ? 

Director  General  McAdoo.  Resolutions  by  the  railroad  executives, 

and  also  by  

Senator  Kellogg.  Let  us  see  about  that. 

Director  General  McAdoo.  And  also  by  some  railroad  security 
holders,  as  I  recall  it. 

Senator  Kellogg.  I  have  never  seen  any  resolutions  by  any  rail- 
road executives  or  security  holders  demanding  a  prompt  return. 

Director  General  McAdoo.  I  think  the  railroad  executives— I  state 
this  subject  to  correction — passed  such  a  resolution. 

A  Vo  ICE.  We  passed  resolutions  to  the  contrary. 

Another  Voice.  That  resolution  was  choosing  between  an  alter- 
native of  a  five-year  return  and  an  immediate  return. 

Director  General  McAdoo.  I  do  not  know  about  that,  but  I 
mention  this  as  an  indication  of  this  general  attitude  toward  Federal 
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control.  There  has  always  been  heretofore  an  objection  on  the  part 
of  railroad  owners  to  Federal  control  lasting  for  any  period  after  the 


war 


Mr.  Thom.  May  I  ask  how  the  record  appears  m  regard  to  the 
railroad  executives?    I  would  like  to  have  the  record  show — and  I 

am  sure  that  the  record  generally  will  show  

The  Chairman.  Have  you  the  record  before  you? 
Mr.  Thom.  We  have  passed  no  such  resolutions. 
Director  General  McAdoo.  I  stated  that  subject  to  correction;  I 
am  glad  to  be  corrected  if  I  am  m  en-or. 

Senator  Kellogg.  Do  you  not  thmk  the  American  people,  through 
their  representatives,  have  a  right  to  decide  whether  we  shall  have 
Government  ownership  or  private  ownership  under  Government 

control?  1      1      •     1  T 

Du-ector  General  McAdoo.  Certamly;  that  is  what  1  want. 

Senator  Kellogg.  Do  you  not  think  they  are  entitled  to  a  reason- 
able time  m  which  to  decide  that?  . 

Director  General  McAdoo.  That  is  what  I  am  argumg  lor. 

Senator  Kellogg.  Do  you  not  think,  at  the  end  of  five  years,  they 
would  not  have  any  chance  to  decide  it;  that  the  managements  of  the 
raiboads  would  settle  it  for  them  and  make  it  impossible  for  them 
to  be  returned  at  aU?  .  t  ii,-  i 

Director  General  McAdoo.  My  opinion  is  just  the.  reverse,  i  thmk 
if  you  have  a  five-year  test  period  there  will  emerge  from  it  some  form 
of  private  ownersldp  with  'strong  Government  control. 

Senator  Kellogg.  You  stated  you  beheved  m  unified  operation 
of  the  railroads— unification  of  the  railroads  m  the  United  States— 
as  I  understand  it.    Is  that  coiTect?  .     u  x  x 

Director  General  McAdoo.  Yes;  I  beheve  that  we  should  test 
further  the  question  of  unification.  .  . 

Senator  Kellogg.  But  you  have  expressed  your  opmion — -—  _ 

Director  General  McAdoo.  I  have  not  reached  any  final  conclusion 
about  the  ultimate  form  of  control.  I  believe  that  a  longer  test  of 
unified  control  ought  to  be  made,  and  I  thmk  it  would  be  very 

advantageous.  ,■     r  .-u 

Senator  Kellogg.  You  think  there  should  be  a  unification  lurther 
of  terminals— passenger  and  freight  terminals,  as  I  understood  you? 

Director  General  McAdoo.  I  do.  '  .       •  ^ 

Senator  Kellogg.  There  ought  to  be  a  unification  ot  equipment 
and  interchange  in  the  use  of  equipment  ?  . 

Du-ector  General  McAdoo.  Yes.  I  would  not  call  it  unification 
so  much.  It  depends  upon  the  form  of  control  you  adopt,  I  thmk 
that  it  ought  to  provide  for  some  flexibihty. 

Senator  Kellogg.  Before  the  Government  took  over  the  rail- 
roads, where  it  had  the  power  to  do  as  it  pleased,  the  pohcy  ol  Con- 
gress and  the  poUcy  expressed  in  the  laws  it  passed,  prohibited  such 
unification,  did  it  not?  t  i_  r 

Du-ector  General  McAdoo.  To  some  extent,  I  beheve. 

Senator  Kellogg.  To  a  very  great  extent,  did  it  not— the  rail- 
roads could  not  agree  among  themselves  to  route  trafcc  over  any 
lines  they  pleased,  could  they  ?  , ,     -r  j- 

Director  General  McAdoo.  I  think  they  could.  I  mean,  of  course, 
that  the  shipper  routed  it   . 

Senator  Kellogg.  The  law  provided  the  shipper  should  route  it. 
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Director  General  McAdoo.  But  the  railroads  induced  the  shipper 
to  route  it,  which  is  the  same  thing. 

Senator  Kellogg.  In  other  words,  a  long  line  and  a  short  line, 
running  from  Chicago  to  New  York,  for  instance,  could  not  agree 
as  to  what  freight  should  go  over  the  respective  lines,  could  they  ? 

Director  General  McAdoo.  I  think  that  is  true. 

Senator  Kellogg.  And  neither  could  they  agree  that  one  road 
should  run  more  passenger  trains  than  the  other  and  vice  versa? 

Director  General  McAdoo.  To  my  mind,  those  matters  have  no 
bearing  on  the  situation,  because,  after  all,  what  you  are  discussing 
is  whether  or  not,  in  some  solution  of  that  problem,  even  if  private 
ownership  is  retained,  unification  of  these  facihties  or  some  flexi- 
bility should  be  preserved. 

Senator  Kellogg.  I  think  you  are  quite  right  about  that,  but  I 
say  that  the  pohcy  of  the  law,  before  the  war,  before  the  railroads 
were  taken  over,  was  one  of  competition  to  the  extreme  and  pro- 
hibition of  imification,  which  you  now  advocate.  Was  not  that  the 
fact? 

Director  General  McAdoo.  In  large  measure  that  is  true.  The 
competition,  as  encouraged  by  the  law  and  provided  by  law,  pro- 
hibited many  things  which  I  think  were  important  to  be  done. 

Senator  Kellogg.  You  take  the  unification  of  ticket  offices  in  the 
country:  The  railroads  tried  to  do  that  and  were  prohibited,  were  they 
not,  in  the  Northern  Securities  case? 

Director  General  McAdoo.  I  do  not  recall  that. 

Senator  Kellogg.  That  was  one  of  the  principal  complaints,  that 
they  unified  their  passenger  offices. 

Director  General  McAdoo.  The  decision  did  not  hinge  on  that, 
did  it?  ^ 

Senator  Kellogg.  That  was  one  of  the  questions  involved. 

Director  General  McAdoo.  I  do  not  know  whether  that  particular 
question  was  ever  decided  or  not. 

Senator  Kellogg.  As  a  matter  of  fact,  they  were  prohibited. 

Director  General  McAdoo.  I  have  not  had  an  opportunity  to 
examine  the  decision.    I  think  joint  ticket  offices  were  permitted. 

Senator  Kellogg.  Joint  station  offices,  where  they  had  union 
stations,  but  the  general  pohcy  of  the  law  was  to  prohibit  this  unifi- 
cation which  you  have  now  adopted.  You  think  that  law  should  be 
changed  ? 

Director  General  McAdoo.  Yes;  if  existing  law  prohibits  unifica- 
tion of  ticket  offices. 

Senator  Kellogg.  Now,  to  have  a  complete  unification,  you  must 
have  aU  roads  belonging  to  one  company  or  one  government  

Director  General  McAdoo.  No;  I  do  "not  think  so. 

Senator  Kellogg.  There  is  complete  unification  ? 

Director  General  McAdoo.  I  do  not  think  so.  I  think  it  is  possible 
to  work  out  imification  under  private  ownership,  operating  under 
the  regional  system.  I  think  it  is  possible  to  work  out  unification 
imder  Federal  control  of  competitive  systems,  for  instance,  that  are 
not  restricted  to  regions. 

Senator  Kellogg  Why  can  not  Confess  authorize,  under  the 
provisions  of  the  Interstate  Commerce  clause,  or  some  other  equal 
authority,  this  unification  so  there  will  be  complete  Government 
control  over  it  and  it  will  not  be  abused? 
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Director  General  McAdoo.  I  could  not  express  an  opinion  on  the 
merits  of  yoiu-  proposal,  Senator,  unless  I  knew  just  what  it  com- 
prehended. 

Senator  Kellogg.  I  would  like  to  ask  more  questions,  but  I  will 
not  do  so  to-night. 

Mr.  Thom.  In  my  answer  to  your  question  a  while  ago,  I  may  have 
left  an  impression  that  was  erroneous.  I  think  I  said  no  resolutions 
had  been  passed  on  the  subject.  What  I  meant  to  say  was  that  no 
resolutions  had  been  passed  to  that  effect.  There  were  resolutions 
passed  on  the  subject.    I  will  be  glad  to  furnish  them. 

Director  General  MoAdoo.  Perhaps  my  error,  Mr.  Thom,  arises 
from  the  fact  that  I  read  in  the  papers  that  the  railroad  executives 
had  passed  some  resolutions  demanding  the  prompt  return  of  the 
properties. 

The  Chairman.  Some  others  may  desire  to  ask  you  some  questions, 
and  we  will  have  these  hearings  continued  to-morrow.  You  men- 
tioned a  moment  ago  that  vou  might  have  some  statistician  from  your 
department  that  you  would  hke  to  have  heard. 

Director  General  MoAdoo.  Yes. 

The  Chairman.  I  would  like  to  make  this  request:  The  committee 
had  decided,  when  they  had  these  hearings,  to  divide  up  the  hearings 
into  heads  that  were  published  in  the  papers,  and  which  I  need  not 
now  refer  to.  and  I  shall  be  very  glad  to  have  you  fiu-nish  us  a  list  of 
those  you  want  to  be  heard  from  the  Railroad  Administration  touch- 
ing these  points. 

Director  General  McAdoo.  I  am  delighted  to  be  at  the  service  of 
the  committee.  My  plans  were  made  some  tine  ago  to  leave  Wash- 
ington shortly,  and  it  would  be  inconvenient  to  me  to  come  here  to- 
moiTow.  I  think,  if  you  will  allow  Mr.  Hines,  who  is  the  assistant 
director  general,  to  come  and  finish  the  hearing,  that  he  can  give  you 
all  the  information  I  can,  and  perhaps  give  it  to  you  a  gi-eat  deal 
better.  If  that  will  be  agreeable,  I  shaU  be  glad  to  have  Mi'.  Hines 
come  in  my  place  to-morrow. 

Senator  Kellogg.  When  do  you  want  to  come  back  ?  I  have  some 
other  questions  I  should  like  to  ask. 

Director  General  MoAdoo.  If  you  prefer  to  examine  me  instead  of 
Mr.  Hines,  I  shall  be  glad  to  stay. 

Senator  Kellogg.  I  want  to  ask  a  few  other  questions. 

Senator  Townsend.  I  may  want  to  ask  some  questions.  I  do  not 
want  to  enter  into  any  argument;  I  simply  want  information.  Will 
it  be  perfectly  convenient  for  you  to  be  back  to-morrow  morning? 

Director  General  McAdoo.  It  will  not  be,  but  I  will  make  it  con- 
venient if  it  is  a  matter  of  any  consequence. 

Senator  Watson.  Can  you  return  for  an  hour  to-morrow  morning? 

Director  General  McAdoo.  Yes.  I  was  wondering  if  Mr.  Hines 
would  answer  the  purpose,  because  he  knows  all  I  know  about  this 
problem. 

Senator  Townsend.  Does  he  know  all  about  this  statement  you 
made  ?  That  is  your  testimony,  and  there  were  some  things  I  wanted 
to  inquire  about. 

The  Chairman.  I  will  submit  to  the  committee,  then,  the  hour  of 
meeting.    If  it  is  agreeable  to  the  committee  we  will  meet  in  the 

102009°— 19  6 
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morning  at  10  o'clock  and  ask  Mr.  McAdoo  to  come  back  at  that 
time  for  an  hour  at  least. 

Director  General  McAdoo.  May  I  ask  if  you  could  conclude  with 
me  within  an  hour,  so  I  may  make  my  arrangements  ? 

Senator  Kellogg.  I  shall  require  only  a  very  few  moments. 

The  Chairman.  Then  it  is  understood  that  we  will  go  on  to- 
morrow morning  at  10  o'clock  and  that  the  Director  General  will 
present  himself  at  that  time  before  the  committee. 

(Whereupon,  at  5  o'clock  p.  m.,  an  adjournment  was  taken  to  to- 
morrow, Saturday,  Jan.  4,  1918,  at  10  o'clock  a.  m.) 


EXTENSION  OF  TENURE  OF  GOVERNMENT  CONTROL  OF 
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SATURDAY,  JANUARY  4,  1919. 

United  States  Senate, 
'  Committee  on  Interstate  Commerce, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  in  room  410,  Sen- 
ate Office  Building,  at  10  o'clock  a.  m.,  Senator  Ellison  D.  Smith 
(chairman),  presiding.  o      ^     ir  i 

The  Chairman.  The  comrmttee  will  come  to  order.  Senator  Kel- 
logg, you  may  proceed. 

STATEMENT  OF  HON.  WILLIAM  GIBBS  McADOO,  DIRECTOR 
GENERAL  OF  RAILROADS— Resumed. 

Du-ector  General  McAdoo.  Mr.  Chairman,  before  we  be|m  I  should 
like  to  say  that  yesterday  Senator  KeUogg  asked  a  number  ot  legal 
questions  which  1  was  not  able  to  answer  off-hand,  particularly  with 
reference  to  the  application  or  continuation  of  the  present  rate  struc- 
ture in  the  event  the  roads  are  turned  back  to  private  control,  i 
have  had  an  opportunity  to  look  mto  those  questions  very  hurriedly 
since,  and  I  am  satisfied  that  the  existmg  rate  structure  would  con- 
tuiue  until  it  was  changed  by  orderly  procedure,  even  where  the  stat- 
utes of  States,  as  has  been  suggested,  fix  the  rates.  _ 

I  also  find  nothing  to  justify  your  apparent  conviction,  benator 
Kellog<y,  that  it  is  unla^\-ful  to  maintain  jomt  ticket  offices.  1  think 
consohdated  ticket  offices  can  be  mamtained  without  doubt.    1  think 

also  that  the   ,      ,      ,      i  x    j  • 

Senator  Pomerene.  Do  you  mean  by  that  by  the  present  admm- 

istration,  or  that  under — — ■  "  . 

Dhector  General  McAdoo.  I  think  that  under  private  control  com- 
bmed  ticket  offices  can  be  maintamed.    I  know  of  no  legal  obstacle 

in  the  way  of  that.  .  ^i,    j  • 

Senator  Watson.  Did  you  examine,  m  that  connection,  the  deci- 
sion in  the  Northern  Securities  case  \ 

Director  General  McAdoo.  I  had  that  m  mmd  as  weU. 
Senator  Watson.  Was  not  that  one  of  the  pomts  decided  h    It  has 
been  some  time  since  I  read  it,  but  it  is  my  recollection  that  that 

was  decided.  .         .       ,  ,  i  ■  i 

Director  General  McAdoo.  I  do  not  so  construe  it.  1  do  not  think 
the  case  turned  on  that  point  at  all.  ,  ,    ^        .  . 

Just  a  word  more:  I  think  the  power  of  the  Interstate  Commerce 
Commission  to  prevent  discriminations  could  be  invoked  m  the  event 
any  attempt  was  made  to  apply  unfair  rates,  and  I  assume  the  Inter- 
state Commerce  Commission  would,  of  course,  exercise  its  power. 
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There  would  be  still  another  course  open  to  the  carriers,  and  that 
would  be  to  invoke  the  aid  of  the  courts  if  any  proposed  rates  were 
confiscatory.  It  may  be,  in  view  of  the  altered  conditions  in  the 
world  with  tremendously  increased  costs  that  some  of  those  statutory 
rates,  if  asserted  now,  would  be  confiscatory,  and  certainly  in  that 
case  the  courts  would,  upon  application,  review  them.  But  in  any 
event,  I  am  convinced  that  the  present  rates  would  survive  until  they 
are  altered  by  proper  legal  procedure.  I  am  simply  stating  my  con- 
clusions. The  reasons  for  these  conclusions  I  should  be  glad,  if  you 
are  interested  in  hearing  them,  to  have  Mr.  Hines  present. 

Senator  Kellogg.  Now,  Mr.  McAdoo,  I  am  not  going  to  stop  to 
argue  the  legal  questions  with  you  at  all,  but  the  sole  power  by  which 
you  made  the  rates  was  under  this  act  granting  Federal  control 
during  the  war;  that  is,  as  a  war  measure,  but  it  provided  that  the — ■ 

Federal  control  of  the  railroads  and  transportation  systems  herein  ans  hereinbefore 
provided  for  shall  continue  for  and  during  the  period  of  the  war  and  a  reasonable  time 
thereafter. 

That  is  the  end  of  it. 

Director  General  McAdoo.  Unless  earlier  relinquished. 

Senator  Kellogg.  Just  wait  a  moment — and  when  that  act  has 
ceased  or  has  been  repealed  by  what  authority  do  you  make  the 
rates,  especially  as  against  the  statutes  of  the  States  ? 

Director  General  McAdoo.  I  have  stated  my  conclusions  about 
that,  and  I  should  be  glad  to  support  them  with  a  brief. 

Senator  Kellogg.  I  think  you  are  wrong. 

Director  General  McAdoo.  Perhaps  I  am,  but  I  think  not.  Law- 
yers frequently  differ.  I  shall  be  glad  to  have  either  Mr.  Hines 
present  later  some  views  on«that  subject,  or  with  the  permission  of 
the  committee,  to  file  a  brief  in  support  of  the  views  I  have  expressed. 
May  I  have  permission  to  do  that  ? 

The  Chairman.  Yes. 

Senator  Kellogg.  Secondly,  you  say  that  the  unification  of  all 
ticket  offices  in  the  United  States  would  be  legal,  you  think,  under 
the  Sherman  Act. 

Director  General  McAdoo.  I  think  so.  '  ' 

Senator  Kellogg.  Do  you  not  know  that  one  of  the  principal 
points  the  Government  has  made  in  all  the  cases  in  which  they  have 
prosecuted  the  railroads  for  consolidating  in  violation  of  the  law,  was 
that  they  unified  the  ticket  offices  and  decreased  competition  to  that 
extent  ? 

Director  General  McAdoo.  You  are  still  on  the  legal  questions.  I 
should  like  to  submit  a  brief  on  that. 

Senator  Kellogg.  All  right.  Do  you  not  know  that  last  year, 
1917,  the  railroad  presidents  organized  a  committee  and  undertook — -I 
think  the  best  they  could;  I  am  not  sure;  I  am  not  familiar  with  the 
operation — to  unify  the  systems  of  roads  during  the  war  as  much  as 
possible,  using  each  other's  facilities,  routing  freight  over  the  least 
congested  lines,  in  order  to  handle  the  business  for  the  Government 
most  expeditiously  ? 

Director  General  McAdoo.  I  know  they  had  such  a  committee,  but 
I  am  not  famailiar  with  all  of  its  activities. 

Senator  Kellogg.  Do  you  not  know  the  Attorney  General  in- 
quu-ed  of  them  by  what  authority  of  law  they  were  unifying  the  rail- 
road ticket  offices? 
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Director  General  McAdoo.  He  might  have  inquired,  but  I  did  not 
know  of  it.    It  was  not  brought  to  my  attention. 

Senator  Kellogg.  The  intimation  was  they  were  violating  the 
Sherman  law. 

Director  General  McAdoo.  Let  me  say  that  I  believe  the  railroad 
executives  were  trying  patriotically  to  do  everything  they  could  to 
relieve  the  situation.  I  think  the  inherent  difficulties  in  a  competi- 
tive system  of  railroads  made  it  impossible  for  them  to  accomplish 
it.  I  think,  again,  that  undoubtedly  various  laws  of  the  country 
forbade. them  to  do  many  things  the  Government  could  do,  and 
therefore,  it  was  essential  that  the  railroads  should  be  taken  over  for 
war  purposes.  I  think  those  gentlemen  were  very  earnestly  and 
patriotically  doing  everything  they  could  possibly  do,  but  natural 
competitive  interests — the  unwdlingness  of  one  company  to  give  its 
business  to  another — stood  in  the  way  of  their  doing  many  things 
that  they  might  have  done,  as  well  as  the  laws  to  which  I  have 
referred. 

Senator  Kellogg.  Mr.  McAdoo,  do  you  believe,  then,  in  the 
elimination  of  aU  competition  ? 

Director  General  McAdoo.  I  am  not  prepared  to  say  that. 

Senator  Kellogg.  That  is  what  we  are  trying  to  get  at. 

Director  General  McAdoo.  No;  we  are  not. 

Senator  Kellogg.  Yes;  that  is  one  of  the  questions.  • 

Director  General  McAdoo.  Of  course,  we  are  trying  to  get  at  the 
whole  problem,  but  I  am  not  prepared  to  give  an  answer  to  that 
to-day.  I  think  a  further  test  should  be  made  in  order  to  determine 
it.    I  can  not  mature  my  views  on  the  experience  I  have  had. 

Senator  Kj:llogg.  You  are  not  testing  them  on  the  question  of 
competition;  you  are  testing  them  on  the  total  elimination  of  com- 
petition ? 

Director  General  McAdoo.  I  am  not  satisfied  yet  that  it  is  wise  to 
totally  eliminate  competition. 

Senator  Kellogg.  Of  course,  there  can  not  be  any  competition  in 
rates.  There  should  not  be,  but  do  you  not  think  that  competition 
in  service  between  the  great  transportation  systems  of  this  country 
has  given  us  the  best  transportation  and  has  been  the  most  important 
factor  in  giving  us  good  transportation  ? 

Director  General  McAdoo.  I  think  it  has  been  an  important  factor. 
I  am  frank  to  say  that  I  think  the  abuses  of  competition  are  very 
grave.  They  inhere  in  the  system  and  are  very  serious,  because  of 
the  great  favoritism  that  is  frequently  exercised  under  private  con- 
trol in  favor  of  the  powerful  snipper  as  agamst  the  less  powerful 
shipper,  and  in  many  other  directions.  I  therefore  feel  that  com- 
petition is  not  an  imaUoyed  blessing.  My  feeling  about  the  problem 
is  this :  To  get  a  permanent  solution,  the  things  we  are  now  learning 
from  a  central  control  and  which  will  develop  undoubtedly  much 
more  clearly  in  time  of  peace,  will  indicate  the  extent  to  which  com- 
petition ought  to  be  preserved,  or  may  indicate  that  competition 
ought  not  to  be  preserved  at  all.  I  am  not  prepared  to  give  a  final 
judgment  on  the  railroad  problem.  That  is  my  difficulty.  I  wish  I 
were  in  a  position  to  do  so. 

Senator  Kellogg.  EUminating  the  question  of  competition  in 
rates,  which  means  cut  rates  and  all  that,  imder  the  control  of  the 
Interstate  Commerce  Commission  can  there  not  be  a  fair  competition 
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in  service,  say,  between  Chicago  and  New  York  and  Chicago  and  San 
Francisco  and  most  of  the  points  in  the  United  States,  between 
competitive  systems  of  railways,  permitting  them,  under  the  control 
of  the  commission,  to  imify  to  a  very  great  extent  and  route  freight 
over  the  shortest  line,  etc. — can  there  not  still  be  a  large  degree  of 
competition  in  service  ? 

Director  General  McAdoo.  I  think'  there  may  be  sone  degree  of 
competition.  It  depends  entirely  upon  the  plan  and  the  law  that 
may  be  enacted  and  the  authority  that  may  be  given  to  the  Inter- 
state Commerce  Commission.  There  is  the  difficulty.  The  very 
questions  you  ask,  Senator,  indicate  the  complexities  of  the  problem. 
You  can  not  speak  of  this  question  in  general  terms  unless  you  are 
merely  trying  to  start  with  a  fundamental  principle  upon  which  the 
solution  is  to  be  based.  If  you  start  with  the  suggestion  that  you 
want  to  preserve  competition  and  reduce  the  number  of  railroads, 
then  we  nave  one  principle  upon  which  to  proceed.  That  would 
imply  a  certain  character  of  legislation. 

On  the  other  hand,  if  you  should  say  you  want  to  have  competi- 
tion only  between  regions,  and  monopolies  within  those  regions,  there 
is  another  principle  and  it  implies  another  form  of  legislation.  If 
you  say  you  want  no  competition,  then  you  have  to  start  the  legis- 
lation from  that  point.  So  I  say  I  am  not  prepared  to  answer  any 
hypothetical  question  that  does  not  contain  witliin  it  the  principle 
and  outline  of  the  plan  you  have  in  mind. 

Senator  Kellogg.  Now,  Mr.  McAdoo,  five  years'  trial  of  complete 
unification  and  Government  operation — or  how  wiU  five  years  of  trial 
of  complete  unification  and  Government  operation  illuminate  the 
various  other  plans  1  WiU  not  we  be  confronted  then  with  this 
situation,  that  the  men  who  are  put  in  control  will  come  here  more  or 
less  as  you  have,  with  a  brief  on  behalf  of  Government  operation 
and  they  wiU  sustain  their  Government  operation  if  possible?  We 
are  not  going  to  get  any  light  on  the  other  subjects  that  we  want. 
What  we  want  is  information  on  the  whole  sphere.  How  wiU  we 
get  that  ? 

Director  General  McAdoo.  That  is  merely  an  expression  of  opinion. 
I  can  not  tell  what  wiU  be  the  result  at  the  end  of  five  years.  I  do 
not  know  what  facts  will  develop.  I  think,  however,  that  certainly 
it  is  in  the  interest  of  the  American  people,  in  the  solution  of  a 
problem  of  such  mamitude  and  complexity  as  this,  to  obtain  aU 
possible  knowledge  tliat  wiU  help  them  to  decide  it  intelligently. 
My  beUef  is — and  it  is  merely  my  opinion,  as  I  have  repeatedly  said — 
that  a  further  test  wiU  be  of  infinite  value  to  the  American  people  in 
getting  a  right  solution. 

Senator  Watson.  If  you  were  to  continue  as  Director  General, 
would  you  continue  along  the  same  line,  operating  the  same  under 
the  same  system  as  you  have  already  in  vogue,  or  would  you  try  the 
regional  control  or  group  control;  in  other  words,  would  you  continue 
the  same  policy  you  outHned,  and  if  you  did  continue  the  same  policy, 
how  then  could  we  come  to  any  sort  of  conclusion  as  to  the  relative 
merits  of  the  other  systems  ? 

Director  General  McAdoo.  It  is  difficult  to  say  whether  or  Hot  we 
would  observe  precisely  the  same  thing  we  are  doing  to-day.  I  think 
I  should  make  a  great  many  changes  in  organization,  if  I  were  to 
continue  as  Director  General,  under  a  five-year  plan,  and  I  should 
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operate  these  properties  as  a  unified  proposition,  keeping,  however, 
a  very  accurate  record  of  the  earnings  of  the  various  properties 
under  the  conditions  of  operation,  and  observing  very  carefully  the 
effect  of  certain  experimentation  which  might  be  indulged  m  during 
that  period.  That,  in  turn,  would  be  governed  by  the  conditions 
as  they  developed.    I  can  not  foretell  the  methods  of  operation. 

Senator  Pomerene.  May  I  ask  a  question  right  there  ? 

The  Chairman.  Certainly. 

Senator  Pomerene.  Of  course,  you  have  outUned  and  pursued  a 
general  pohcy,  and  it  goes  without  saying  that  you  had  confidence  in 
that  policy;  otherwise  you  would  not  have  pursued  it.  Assuming, 
for  the  sake  of  argument,  that  that  is  the  best  policy  that  could  be 
adopted,  what  objection  is  there  to  so  modifying  the  laws  of  the  land 
as  to  permit  the  railroads  to  carry  out  this  same  plan  of  management 
themselves  that  you  have  pursued  as  director  general  1 

Director  General  McAdoo.  I  do  not  think  they  would  accomphsh 
it,  Senator,  because  if  you  restore  the  diversified  control,  you  can  not 
at  the  same  tune  carry  out  the  policies  of  unification  which  have,  thus 
far,  been  observed. 

Senator  Pomerene.  Suppose  that  were  done  under  the  supervision 
and  control  of  somebodv  like  the  Interstate  Commerce  Commission? 

Director  General  McAdoo.  I  do  not  believe  that  a  commission 
can  effectively  administer  a  great  industry  like  the  railroad  industry. 
I  do  not  believe  that  executive  direction  and  management  of  an  indus- 
try of  such  complex  character,  can  be  successfully  conducted  by  a 
commission.  You  might,  have  an  advisory  board  or  you  might  have 
something  that  was  in  effect  a  board  of  directors — but  they  would  have 
to  be  under  the  direction  of  some  responsible  head — a  Cabinet  officer, 
perhaps,  although  that  has  a  political  objection. 

Senator  Pomerene.  Very  well,  assuming  that  is  done,  and  you 
allow  the  railroads  to  have  control  of  their  properties  subject  to  the 
general  supervision  of  this  executive  head,  what  objection  is  there  to 
that  ? 

Director  General  McAdoo.  It  depends  upon  how  far-reaching  the 
legislation  is.  Many  practices  I  have  alluded  to  ought  to  be  pre- 
served— I  summarized  them  at  one  point  in  my  statement — but  I 
doubt  very  much  if  the  people  of  the  United  States  will  be  willing 
to  permit  the  railroads  to  continue  these  practices  after  they  have 
been  restored  to  private  control;  in  other  words,  the  very  question 
you  ask  indicates  the  difficulties  of  the  problem.  That  is  the  reason 
I  think  the  test  of  further  time  will  be  necessary. 

Senator  Pomerene.  But  here  is  the  difficulty,  as  I  see  it:  Assume, 
now,  for  the  sake  of  the  argument,  that  the  five  years'  time  is  granted, 
and  that  the  administration  does  not  prove  the  success  that  you 
anticipate,  and  that,  at  the  expiration  of  five  years,  it  becomes  neces- 
sary to  turn  these  roads  back  to  their  managers  under  certain  modi- 
fications of  the  law,  what  position  are  the  railroad  companies  to  be  m 
at  that  time,  and  what  will  be  the  effect  on  the  transportation  busi- 
ness of  the  comitry,  provided  the  present  plan  does  not  meet  the 
expectations  of  the  public? 

Director  General  McAdoo.  You  are  asking  me  to  project  myself 
five  years  into  the  future.  It  is  diflacult  to  do.  I  think  the  test  will 
determine  that.    I  am  confident  that  no  harm  will  come  out  of  it. 
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Senator  Pomerene.  But  it  may  be  answered  also  that  we  are, 
under  your  plan,  leaving  all  of  these  railroads  under  Government 
control  not  knowing  what  the  result  is  going  to  be. 

Director- General  McAdoo.  No  one  can  guarantee  anything  for  the 
future.  You  have  got  to  take  some  chances.  You  have  either  got 
to  make  a  fm'ther  test  or  turn  the  railroads  back  or  make  some  other 
disposition  of  them.  Nobody  can  guarantee  the  outcome  of  any 
plan.  My  position  and  suggestion  is  simply  to  o-et  further  experience 
and  knowledge  of  this  very  complicated  problem  by  a  test  under 
peace  conditions  of  operations,  as  well  as  under  composed  political 
conditions,  if  possible,  because  1  think  it  is  too  grave  an  economic 
problem  to  attempt  to  deal  with  hastily;  I  think  we  can  learn  very 
valuable  lessons  from  a  continuation  of  this  unified  operation. 

Senator  Pomerene.  I  want  to  apologize  to  you.  Senator  Kellogg, 
for  this  interruption. 

Senator  Kellogg.  Not  at  all;  I  wish  you  would  ask  any  questions 
you  desire.    I  have  no  monopoly  of  this  examination. 

Mr.  McAdoo,  you  say  in  your  statement  here  about  the  permit 
system: 

Probably  it  would  not  have  been  possible  to  meet  the  enormous  demands  made 
upon  the  transportation  system  dui'ing  the  past  year  without  the  utilization  of  the 
permit  system,  which  prevents  the  loading  of  traffic  in  the  absence  of  assurance  that 
it  can  be  disposed  of  at  destination.  This  is  a  reform  which  under  Government 
control  would  succeed  in  peace  times  as  well  as  in  war  times— 

Now,  in  addition  to  that,  you  have  been  aided  in  p/ocuring  full 
trains  and  complete  or  full  car  loadings  by  the  War  Industries  Board 
and  the  Food  Administration  and  the  Fuel  Administration,  have 
you  not? 

Director  General  McAdoo.  You  say  that  we  have  been  aided  in 
doing  that  ?  ■  , 

Senator  Kellogg.  Yes. 

Director  General  McAdoo.  I  do  not  think  we  have  had  any  special 
aid  in  that  direction.  We  have  done  that  ourselves.  We  have  had 
the  cooperation  of  these  boards  to  the  extent  it  may  have  been 
necessary,  but  so  far  as  the  administrative  end  of  the  railroad  prob- 
lem is  concerned,  I  do  not  know  that  they  have  rendered  any  special 
aid. 

Senator  Kellogg.  As  a  matter  of  fact,  did  not  the  War  Industries 
Board  refuse  to  permit  anyone  to  purchase  material  unless  he  pur- 
chased 60,000  pounds,  so  as  to  ship  not  the  minimum  but  the  maxi- 
mum carload? 

Director  General  McAdoo.  I  am  not  familiar  with  any  such  order. 
I  did  not  hear  of  it. 

Senator  Kellogg.  You  never  heard  of  it  ? 
Director  General  McAdoo.  No. 

Senator  Kellogg.  Did  not  the  Food  Administration  furnish  you 
trainloads  of  stuff  instead  of  the  shippers? 

Director  General  McAdoo.  I  am  not  sure  of  that;  on  the  contrary, 
we  were  trying  very  hard  to  get  the  Food  Administration,  as  we  went 
along,  to  tell  us  where  their  stuff  was  so  as  to  ship  it  in  carload  lots 
and  m  solid  trains. 

Senator  Kellogg.  Did  not  the  Fuel  Administration  prohibit 
mines  from  selling  coal  in  certain  districts,  etc.,  with  a  view  to 
assisting  you  ? 
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Director  General  McAdoo.  The  Fuel  and  Railroad  Administrations 
agreed  on  the  zone  system. 

Senator  Keli.ogg.  Now,  in  peace  time,  we  are  not  gomg  to  have 
the  Fuel  Administration  or  the  Food  Administration  with  absolute 
arbitrary  powers  as  have  existed  in  war  times? 

Director  General  McAdoo.  No,  but  I  do  not  think  the  permit  sys- 
tem implies  the  continuation  of  the  Fuel  and  Food  Administrations 
or  the  zone  system.    The  permit  system— may  I  explain  this? 

Senator  Kellogg.  Certainly. 

Director  General  McAdoo.  The  permit  system  would  be  carried  out 
in  peace  time,  in  my  opinion,  to  this  extent:  That  if  a  shipper  pro- 
poses to  ship  to  some  point  where  the  facilities  are  already  overtaxed 
or  where  an  impending  congestion  would  make  it  inadvisable  to  send 
the  shipment  forward  unless  the  consignee  was  prepared  to  move 
promptly — then  the  power  should  rest  somewhere  to  prevent  the 
shipment  until  there  was  an  assurance  that  it  could  be  promptly 
moved  at  destination. 

Senator  Kellogg.  This  power  you  get  under  this  act,  which  gives 
you  absolute  control  of  the  roads  during  the  war  would  cease  when 
that  act  is  repealed  or  when  it  ceases  to  exist,  and  you  would  go  right 
back  to  the  old  law  ? 

Director  General  McAdoo.  I  think  so.  Now  as  to  that  feature,  oi 
course,  the  permit  system  will  not  be  as  essential  in  peace  time  as  in 
war  time. 

Senator  Kellogg.  I  have  no  doubt  it  will  be  essential,  but  hereto- 
fore the  law  has  prohibited  any  such  thing  by  the  sliipper  or  by  any- 
body else. 

Director  General  McAdoo.  The  railroads  met  it  by  general  em- 
bargoes.   I  think  the  permit  system  may  be  

Senator  Kellogg.  The  permit  system  could  be  used  in  peace  time, 
you  think  ? 

Director  General  McAdoo.  I  think  so. 

Senator  Kellogg.  There  is  something  we  could  get  by  granting 
authority  to  the  Interstate  Commerce  Commission  or  some  executive 
to  supervise  it  to  see  that  it  is  carried  out.  That  could  be  granted  in 
peace  time. 

Director  General  McAdoo.  I  think,  imdoubtedly,  yon  can  pass 
some  bill,  if  you  can  get  a  meetuig  of  minds  of  enough  of  the  men  in 
Congress  to  constitute  a  majority. 
'  Senator  Kellogg.  Unquestionably. 

Director  General  McAdoo.  But  it  is  a  question  whether  you  can  get 
a  sufficient  number  of  the  minds  to  meet  on  the  right  solution. 

Senator  Kellogg.  We  have  got  to  do  it  some  time.  Why  not  do 
it  now  ? 

Senator  Underwood.  Wliile  we  are  on  that  permit  system — there 
may  come  a  time  when  we  will  have  to  consider  it  and  I  am  not  at  all 
clear  in  my  mind  that  a  permit  system  is  necessary  when  we  return 
to  peace  conditions — I  would  Hke  to  ask  the  secretary  to  emphasize 
that  a  little,  after  I  have  expressed  what  my  view  is,  because  I  may 
be  wrong,  as  to  the  idea  of  possible  future  legislation  on  that  subject. 

Mr.  Secretary.  I  understand  the  permit  system  was  necessary  durmg 
the  war,  and  that  it  grew  out  of  the  fact  that  freight  was  congested 
in  terminal  ports.  I  do  not  understand  that  there  was  much  dif- 
ficulty in  delivering  freight  when  it  went  to  consignments  on  this 
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side  of  the  watei-.  Local  consignments  were  delivered  when  they 
reached  the  destination,  but  the  congestion  grew  out  of  the  fact  that 
there  was  a  serious  congestion  before  we  entered  into  the  war,  and 
even  after  we  entered  the  war  there  was  a  vast  amount  of  freight  billed 
for  foreign  shipment,  and  that  we  did  not  have  the  ships  to  move  those 
shipments,  and  that  the  great  congestion  of  freight  was  due  to  that. 
There  may  have  been  minor  conditions  at  other  places,  but  the  great 
congestion  was  due  to  lack  of  shipping  facihties  and  the  lack  of  ware- 
house facihties  at  terminal  ports.  Now,  with  the  termination  of  the 
war,  shipping  facilities  wiU  resume  the  normal,  and  we  will  have  a 
veiy  much  larger  fleet  to  carry  our  commerce  than  we  had  before. 
Why  should  we  have  a  continuation  of  the  permit  system  after  we 
have  had — I  do  not  mean  to-morrow  or  the  next  day,  but  two  years 
from  now,  after  we  have  really  reached  peace  conditions  ? 

Director  General  McAdoo.  One  has  to  forget  the  past  railroad  ex- 
perience, the  past  railroad  stringencies,  which  have  been  as  recurrent 
almost  as  money  stringencies,  prior  to  the  war,  if  he  thinks  the  permit 
system  will  not  be  required  in  peace  time.  I  think  it  will  not  be  nearly 
so  necessary  in  peace  time  as  in  war  time,  but  it  is  a  reserve  emergency 
power  that  should  reside  somewhere  to  be  exercised  under  proper 
regulation.  I  should  not  be  willing,  myself,  to  advocate  a  permit 
system  which  would  put  it  exclusively  in  the  hands  of  the  carriers 
to  determine  when  a  permit  should  be  granted,  although  I  think  that 
is  far  less  hurtful  to  the  public  interest  than  the  general  embargoes 
which  the  railroads  under  private  control  used  as  a  remedy.  I  think 
the  power  to  issue  permits  should  be  exercised  under  careful  regula- 
tion by  whatever  superior  authority  may  be  designated.  If  the 
Interstate  Commerce  Commission  should  be  employed  as  the  agency, 
or  whatever  authority  may  be  created  to  deal  with  such  matters  under 
the  bill  you  evolve,  that  agency  should  be  vested  with  that  power. - 

Senator  Underwood.  Do  you  think  that  after  we  get  out  of  the 
war  conditions .  that  the  business  growth  of  the  United  States  will 
move  lono;  its  own  lines  with  greater  rapidity  and  greater  facility  if 
it  IS  left  alone  than  if  restricted  by  legislation  ?  I  do  not  mean  to  say 
it  does  not  have  to  be  restricted  at  times,  but  where  it  is  possible  to 
avoid  restrictions  and  allow  business  to  work  out  its  own  destiny, 
does  it  not  produce  better  results  than  if  you  attempt  to  direct  it 
into  artificial  channels? 

Director  General  McAdoo.  I,  myself,  am  not  in  favor  of  artificial- 
ities, but  that  is  a  wide  and  weighty  question  you  ask.  Senator,  and 
it  will  take  a  lot  of  discussion  to  answer  it.  We  can  not  expect  the 
nation  to  develop  satisfactorily  unless  we  make  a  great  improvement 
in  railroad  facilities. 

Senator  Underwood.  I  agree  with  you  on  that,  but  I  am  talking 
about  the  permit  system.  Of  course  I  recognize,  in  some  respects, 
we  have  to  pass  remedial  legislation  with  reference  to  the  railroads, 
but  my  own  view  is  that  we  should  not  go  any  further  than  the  con- 
ditions of  the  country  require. 

Director  General  McAdoo.  This  is  merely  an  emergency  power 
that  should  be  in  reserve  somewhere.  I  suggested  it  not  as  inde- 
pendent legislation  at  all,  but  as  part  of  the  comprehensive  legislation 
that  should  be  enacted. 

I  do  not  know  that  it  will  fit  private  and  diversified  control  unless, 
as  I  said  before,  you  fix  some  sort  of  comprehensive  ijegulation  that 
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Senator  Unbekwood.  I  beg  your  pardon  for  interrupting  you, 
Senator  Ke^ogg.  all  ricrht.    You  stated  yesterday,  Mr. 

McMrtLryrthL'^t^rat  could  be  reduced  wHbin  the  next 
year,    Did  I  understand  you  correctly  conditions. 

Enlt^S^^ToG^^^^^^  the  RaUroad  Adxnmistration 

,s  nr  conremplating  and  has  plans  on  the  board  for  mcreasmg  the 

"Dire'iror  O'e^ekl  McAb  No;  I  do  not  so  understand  it  The 
1  tfr^Wtpd— certain  plans  for  equalization  of  rates  and  elimi- 
plan  we  sj^^™^^'^,^, •  f and  would  of  necessity  involve, 
^TrZ^rS'r:^^^^^^  pCel  where  they  are  too  lof  and  re- 
ducing Sim  in  othe^  where  they  are  too  high,  and  also  simplifying 

'^L€?o?KelToog.  Of  coui^e  I  do  not  wish  to  be  understood  as 
savii^^  they  are  not  necessary  at  all,  but,  as  a  matter  of  fact, .  m 
De^ember!^!  think  it  was,  did  you  not  raise  the  rates  on  the  Pacific 
Coast  lumber  from  1  to  7  cents  per  hundred  pounds  < 

Director  General  McAdoo.  I  can  not  answer  that  offhand.    I  do 

"lenX^EL^^^^^^^^  also  raise,  in  December,  the  rates 

on  5our4raTn  Sflour-from  Chicago  and  related  territory  to  the 

nTr^cto^G^^^^^^^^^^^  S?ineT-  have  those  questions 

'tlZt'Kl"^J  are  questions  with  which  you  are  not 

^^^rector  General  McAdoo.  Not  in  detail  I  will  have  Mr.  Cham- 
bers answei  them.  He  is  Director  of  the  Division  of  Traffic  and  I 
mav  sav  here  in  order  that  I  may  not  be  charged  with  a  lack  of 
Sleie  of  what  is  going  on  in  the  Railroad  Administration,  that 
^Zrespect  to  certain  of  these  detaUs,  it  is  impossible.for  the  director 
Sneral  to  keep  informed.  The  Director  of  the  Division  of  Traffic 
the  Director  ol  the  Division  of  Operations,  and  the  Director  o  the 
Division  of  Accounts-all  of  those  men,  of  course,  have  authority  to 
proceed  with  matters  within  their  respective  jurisdictions 
^  SenatoT  Kellogg.  I  do  not  wish  to  take  up  your  time  with  matters 
flhnut  which  vou  do  not  know.  ,  •, 

Now  about  equipment.  How  many  new  ca.-s  per  ann^^/^f;^;^ 
take  to  keep  the\quipment  of  the  country  up  standard-I  mean 
takin-  into  consideration  cars  destroyed,  going  out  of  busmess  etc 

Doctor  General  McAdoo.  I  will  have  to  send  you  an  answer  to 

^^stnator  Kellogg.  Somewhere  about  100,000  cars  a  year,  is  it  not? 
Director  General  McAdoo  I  think  so.  .  hnvin^ 
Senator  Kellogg.  The  raihoads  have  been  m  the  habit  ot  buying. 

dsually,  more  than  that? 

Director  General  McAdoo.  I  am  not  sure. 

Senator  Kellogg.  I  would  like  to  have  made  a  part  of  my  ques- 
tion  this  statement  
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Director  General  McAdoo.  I  will  confirm  the  figure  you  gave 
Senator. 

Senator  Kellogg  (continuing) .  From  the  Interstate  Commerce' 
Commission,  showing  the  purchases  for  the  last  few  years.  As  a' 
matter  of  fact,  this  year,  up  to  the  time  you  testified  here,  you  only 
received  14,650  new  cars. 

Director  General  McAdoo.  We  ordered  100,000  cars  8  months  ago, 
but  on  account  of  the  pressure  for  war  supplies  and  the  difficulties 
of  manufacture,  all  have  not  been  delivered.    They  are  being  built. 

(The  paper  referred  to  is  here  printed  in  full,  as  follows:) 

Interstate  Commerce  Commission, 

Bureau  of  Statistics, 
Washington,  May  17,  1918. 

Number  of  cars  and  locomotived  added  and  retired  in  the  United  States,  each  year, 
1908  to  1916. 

The  attached  sheet  covers  Class  I  roads  only,  but  these  roads  own  over  96  per  cent 
of  the  cars  of  all  steam  roads.  Annual  reports  for  the  calendar  year  1917  have  not 
yet  been  received  from  all  carriers. 

Number  of  cars  and  locomotives  added  and  number  retired  each  year  ended  June  SO,  1908- 
1916,  Class  I  steam  roads,  United  States. 
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Year  ended  June  30- 


Number  of  freight 
service  cars. 


Added.  Retired. 


Number  ol  passen- 
ger service  cars. 


Added.  Retired. 


Number  of  com- 
pany service  cars. 


Added.  Retired. 


Number  of  loco 
motives. 


Added. 


I  ill 


Retired. 


1908 
1909 
1910 
1911 
1912 
1913 
19U 
1915 
1916 


171,556 
67,92,5 
m,593 
125,532 
97,972 
162, 670 
150, 813 
86,012 
88,254 


70,976 
83, 223 
75, 652 
68,031 
68,876 
96,825 
96, 985 
90, 347 
109,996 


2, 183 
1,786 
3,  ,505 
4,250 
3,060 
2,823 
3,629 
2,664 
1,261 


i,a30 

1,591 
1,914 
1,701 
1,387 
1,842 
1,854 
1,385 
2, 156 


12.  568 
7,322 
15,033 
12,931 

10,  mo 

13^014 
12, 354 
10,  228 
13, 086 


5,978 
5,341 
6.818 
6,921 
8,800 
8,507 
8,159 
11,787 
13,446 


3,227 
l,o49 
3,073 
3,694 
2,861 
4,381 
3,245 
1,114 
1,475 


1,140 
1,3.33 
1,452 
1,468 
1,858 
2,338 
1,862 
1,507 
2,576 


Senator  Kellogg.  How  many  locomotives  does  it  take  to  keep 
that  equipment  up  to  standard  ? 

Director  General  McAdoo.  I  will  have  to  give  you  those  statis- 
tics.   I  have  not  got  them  at  my  fingers'  end. 

Senator  Kellogg.  Your  other  assistants  will  give  that  ? 

Director  General  McAdoo.  If  I  am  not  mistaken,  the  annual 
consumption  of  locomotives  in  the  United  States  is  about  3,500  or 
4,000. 

Senator  Kellogg.  I  do  not  tlfink  it  is  as  large  as  that. 

Director  General  McAdoo.  It  is  about  4,000.    That  is  about  right. 

Senator  Kellogg.  They  require  that  much  to  keep  up  with  the 
business,  but  not  to  keep  up  to  the  standard. 

Director  General  McAdoo.  I  am  speaking  about  the  orders;  the 
annual  increment  of  locomotives  is  about  4,000. 

Senator  Kellogg.  This  year  you  have  only  purchased  542,  as  1 
understand  it. 

Director  General  McAdoo.  No;  there  have  been  delivered  about 
542. 

Senator  Kellogg.  So  that  the  locomotives  and  car  equipment  of 
the  country  is  decreasing  instead  of  increasing  ? 
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Bisector  General  MoAo«.  No ;  I^-^^^J  rd^riheS 

,,Uy,  yes:  as  eff^'"^  J^'^t™,  power  we  really  have  increased  the 
M  ot  equipment  jd  °f  motive  power  y^^^^  equipment 

fre^nSffi  woX  bTdemarided  nnder  the  competitive  system 

4c  tiSrxS  d:  to  com- 

"^^^t'^StcloT  Wrhave  an  easier  car  snpply  at  the 
v£en\  th^n  vThte  htd  at  any  previous  time  <i«™,g '^e  year. 

'tnZ^I~l  t-e  one  or  two  other  questions  which  I 
•^ISa^or  tor.^rYirlyX.:  ifn^irions  complaint  now  in 

and 

'IxheTouVwrng  statement  was  furnished  later  by  Director  General 

^iteZLent  of  certain  con^^odities  raw  m^^^^^  t^raSng  o1 

bulk,  has  been  systematized  to  t^^^  end  &at  genera   ^prove  ^^^^  ^^^^ 

such  commodities  is  given.    TJus  particularly  ^  ^  ^y^^t  ^^.d 

to  the  furnaces;  lumber  trom  the  N-orthwest  cop^  ^.^  f^^^^  ^i^e 

Southwest  to  eastern  consuming  P°^^5  ^^^""^^g^^  ,^°aS^G^^^^ 
S^FTofdrl^^^^^^^^  Szerllants  L  theLrtheas,  and 

,  cars  which  included  movement  of  coal  of  15.3  per  cent  over 

September,  1918,  ThI  S'|.n§d 

Slptmbe£l9™^^^^ 

r^ItTea^m^e^fLate^S^^^^^^^ 

t£n%n  better  l^ff  i;-|X",^riacm  eastern  markets  both  for 

The  movement  of  lumber  from  the  ^^finc  noru 

Government  and  commercial  ^^e^^^.f^^ff  Xf  £  m^^^^  regular  and  prompt, 

tion  coming  from  various  sources  indicates  that  t^^^  ^^^^  progress 

giving  much  satisfaction  to  the  trade  generally     It  is  a^o  a  c 

ias  lade  in  systematizing  ^^^^  ^^r  ftfhaS^o^  West  and  South- 

we^t^S  prXfts'b:^^^^^^^^^^  -P-^*^'        ^^^^^^  ^"-^ 

trldf as^t^  the  resultl  obtained  L.  most  satisfactory. 


i 
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Movements  of  nilphur  from  the  Texas  fields  to  the  consuming  pointe  have  laro-elv 
been  aiTansjed  in  train  units  \vdth  favorable  results  which  are  definitely  known.  ° 

One  of  the  principal  commot)ity  movements  to  which  attention  can  be  drawn  as- 
an  example  of  improvement  in  service  ia  that  of  oil.  This  also  was  =!vstematized  inU) 
train-lot  movement.  Improvement  noted  by  the  oil  di  vision  of  the  fuel  Administra- 
tion, which  was  particularly  interested,  was  remarkably  good  and  most  favorabiv 
commented  upon  on  different  occasions. 

fn  the  handling  of  less-than-carload  freight  the  figures  for  October  1918  and  1917 
may  be  cited  and  which  represent  about  the  normal  improvement  shown  over  corre- 
sponding periods  of  previous  year.  In  October,  1918,  for  instance,  the  pounds  of 
less-than-carload  freight  per  car  were  16,176,  while  for  corresponding  period  in  1917 
the  figure  was  14,874,  percentage  of  increase  8.75  per  cent.  This  means  that  a  much 
greater  volume  of  merchandise  freight  was  handled  (total  pounds  in  October,  ]  918  was 
nearly  13,000,000,000)  m  much  less  equipment,  reflecting  fewer  cars  to  be  handled  at 
transfers,  more  freedom  from  congestion  at  transfers,  and  hence  much  less  delay  to  the 
averase  individual  shipment. 

It  is  definitely  known  that  under  the  shipping  day  plan,  which  is  now  well  started 
less-than-carload  shipments  are  actually  moving  in  a-reater  volume  in  direct-destina- 
tion cars,  avoiding  tran.sfer,  and  hence  eliminating  much  delav  heretofore  experienced. 
JNew  England,  for  instance,  is  making  straight  cars  for  San  Francisco  where  heretofore 
this  freight  has  been  handled  through  various  transfers.  Test  was  made  sho\\dng  that 
cars  an-ived  m  19  days,  whereas  less-than-carload  freight  previously  might  take  one  to 
two  months  under  favorable  conditions  in  traveling  this  distance. 

In  general,  it  seems  a  fair  statement  that  the  service  is  more  regular  and  dependable 
now  than  heretofore  under  the  heavy  strain  which  the  roads  have  been  called  upon 
to  bear.  ..  .  , 

Senator  Cummins.  I  understand  in  some  parts  of  the  country  there 
is  a  very  serious  complaint  at  this  time. 

Director  General  MoAdoo.  Can  you  tell  me  from  what  part  of  the 
country  it  comes  and  what  it  is  about  ? 

Senator  Cummins.  I  think  particularlv  with  reference  to  the  move- 
ment of  live  stock. 

Director  General  McAdoo.  I  do  not  think  it  exists  now.  Let  me 
say  with  reference  to  this  live-stock  business,  that  that  matter  came 
to  our  attention  last  faU.  The  price  of  sheep  was  very  hio;h.  For 
that  and  other  reasons,  everybody  wanted  to  sliip  their  sheep  at 
once.  I  can  give  you  statistics  to  show  that  we  made  a  larger  move- 
ment of  live  stock  

Senator  Cummins.  I  am  in  receipt  of  some  very  serious  complaints 
in  my  own  State  m  regard  to  the  speed  of  freight  trains  in  gettino- 
live  stock  to  Chicago.  ° 

Director  General  McAdoo.  I  should  be  very  glad  to  give  you  some 
illuminatuig  information  on  that.  Senator,  and  I  think  you  will  find 
that  the  situation  was  handled  very  much  better  than  heretofore. 
Mr.  Tyler,  will  you  prepare  some  data  on  that  live-stock  movement  ? 

Mr.  Tyler.  Yes,  sir. 

Director  General  McAdoo.  We  have  the  figures,  and  I  think  the 
figures  will  tell  the  story. 

The  following  statement  was  furnished  later  by  Mr.  McAdoo : 

Indicative  of  the  greater  movement  of  live  stock,  I  quote  below  the  combined  live- 
stock receipts  at  Kansas  City,  St.  Joseph,  St.  Louis,  South  St.  Paul,  Chicago,  Omaha 
and  Sioux  City  for  the  year  1918,  compared  with  1917: 


Live  slock. 


Cattle  

Hogs  

Sheep  

Total 


191S 

1917 

Increase. 

Per  cent. 

12,993,000 
2.5,105,000 
11,992,000 

11,286,000 
20, SS7, 000 
9, 983, 000 

1,707,000 
4,218,000 
2, 009, 000 

15 
20 
20 

50, 090, 000 

42,156,000 

7, 93-1, 000 

19 
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The  effect  of  the  .onin,  s—  and  ^^^^^^^^^"^     ''''  ''''' 

.as  resulted  generally  f  ^l^^'X^  ^el^^'^^^^^^^^^  '^^^f'  '^f' 

The  annual  report  of  the  regional  ^'/^^V^oj  '  ,  train  schedules  has  been  closely 
aitfed,  shows  th^at  the  f  .^^^^^^fJL^^^^^  the  principal  live- 

upervised  and  a  general  improvement  ettect^ea^^  .  ^^^^  ^^^^^^  ^ 

;tock  market  points  m  this  ^^gion  (Kansas  O  y^^  ,  cent  monthly. 

>nioved  very  substantial  increases  in  receipts,  rdu  i  „  re<^ion,  ust  submitted. 

The  annull  report  of  the  regional  director  f^/Jh^^f^^^S,  concurrence  and  cooper- 
,hows  that  arrangements  ^^re  inau^^^^^^^^  j.^.^        dressed  poultry, 

ition  of  the  shippers  tor  ^ssemb  ngUve  stocl^^^  St.  Louis,  Cm- 

md  perishable  freight  m  ^oUd  trair^  .^^^1  ™  „f  the  week  via  roads  best 

cinnati,  Buffalo,  and  other  T^ff  P^^iS  of  the  feeding  requirements  for  live 
fitted  to  handle  them  '"'^^f  '^/'"^i^J^eJ^  to  handle  them.  The  decrease  frorn 
stock  and  in  the  ^[^f  'i^^^^^^^^^^^         average  cars  per  tram  of  high-class 

nhicao-o  alone  has  been  ii  traiuf  pei  ^^-j  > 

a^nSrishable  freight  has  increased  from  23  to  36.  i  •  ,  Tf 

tor^yl°—T^^ll:^^^-     The  .pecific  items  are  a. 

reductions  m  organizations,  ^^f^^^'f.^'Xthe  benefit  of  the  absolute 
Now,  during  this  time  y°^^,  ^^^^^^^Xst  uLs^  t^^^      the  trains,  to 

^  IZ  -S^^e^lowef  Epet  to'   f  «.M. 
^°T^>^T:X™fSrW^h\Ve°la"d°\:heoppo.t^^^ 
Th^rifol*ifth:'aSjages.  I  ^.^^!'t:A  through 

.  p,f;arowSrwH°^r?;op*^^^^^^^^  -p--^'"- 

""Director  General  McAr.oo.  I  am  not  so  sure  of  that.    It  .s  a 

difficult  matter.  .  »  ,i        pconomies,  in  spite  of 

Senator  Kellogg  Now,      Xlncr,aseTfrcX2^  to  50  per  cent 
the  fact  that  the  rates  have  ^/^^^^^^'^'f  J^affi^^^^      take  essentials 

fx^S  TJt  'eatSa  ra'^finrasS  ^er  last  y^ar  froS.  69.  87 
''Kr^Gen^r^yMSr Wnot^e't  "S^L  war  unt.  the 


6th  of  April. 
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Senator  Kellogg.  1917. 

Director  General  MoAdoo.  That  is  what  I  say;  and  the  excessive 
cost  of  the  war  pressure  did  not  assert  itself  industrially  for  some 
time  after  that,  and  in  addition,  the  movement  of  soldiers  to  the 
cantonments  did  not  begin  until  September  of  that  year. 

Senator  Kellogg.  But  the  fact  remams  

Director  General  McAdoo.  Let  me  answer.  The  wages  of  labor 
and  the  working  conditions  in  1917  during  that  time  were  lower  than 
we  had  to  make  them  under  Federal  control.  There  was  an  ascendmo- 
scale  of  wages  which  had  to  be  met,  because  fundamentally  railroad 
labor  was  much  underpaid  and  the  working  conditions  were  certainly 
not  what  they  should  have  been. 

Senator  Kellogg.  We  understand  that. 

Director  General  McAdoo.  I  beg  your  pardon.  You  asked  me  how 
I  explained  it,  and  I  want  to  explain  it  again,  because  I  think  it  is 
important  that  this  should  be  kept  in  mind:  There  has  been  a  constant 
effort  to  discredit  the  value  of  unified  control  by  contending  that  it  is 
a  failure  from  the  earning  standpoint.  I  do  not  think  that  is  the 
basis  from  which  we  should  approach  it.  That  is  the  reason  I  want 
to  test  it  under  peace  conditions,  under  normal  conditions,  so  that 
we  can  see  what  can  be  done.  Now,  under  war  conditions,  after  the 
Gcfvernment  took  control  of  the  railroads,  we  had  to  increase  wages  of 
labor  and  alter  the  conditions  of  service  very  materially,  which  added 
immensely  to  the  cost.  We  also  had  to  meet  very  greatly  increased 
cost  of  fuel  and  supplies  of  all  kinds,  which  does  not  appear  in  the 
statements  for  1917.  I  think  the  deficit,  for  mstance,  this  year  will 
be  about  $136,000,000;  $140,000,000  represents  increased  cost  of  fuel 
alone,  if  we  say  nothmg  about  wages.  The  mcreased  rates  did  not 
go  mto  effect  until  six  months  after  Federal  control  had  been  m  effect. 

Senator  Kellogg.  I  am  speaking  about  after  the  rates  did  go  into 
effect. 

Dhector  General  MoAdoo.  I  thought  you  were  speaking  of  the  10 
months'  period.    You  covered  the  1 0  months'  period^in  your  question. 

Senator  Kellogg.  I  mean  after  the  rates  went  into  effect.  You 
evidently  did  not  understand.  If  the  wages  of  labor  are  raised,  and 
I  have  no  doubt  that  that  raise  was  justified,  and  materials  are 
raised,  and  the  whole  thing,  we  will  say,  costs  $100,000,000  per  annum, 
if  you  raised  the  rates  enough  to  cover  it,  your  percentage  of  operating 
expenses  to  gross  earnings  would  be  exactly  the  same  as  before,  would 
it  not,  if  the  tonnage  movement  is  the  same  ? 

Director  General  McAdoo.  If  you  make  a  proportionate  raise  all 
around;  yes. 

Senator  Kellogg.  As  a  matter  of  fact,  your  tonnage,  accordmg  to 
your  statement,  mcreased  only  1.9  per  cent,  did  it  not  ?  I  thmk  that 
was  your  statement. 

Du-ector  General  McAdoo.  May  I  answer  your  question?  You 
were  speaking  about  the  last  four  months,  were  you  not  ? 

Senator  Kellogg.  Well,  take  any  one  of  them. 
^Du-ector  General  McAdoo.  Since  the  increased  rates  went  into 
effect  IS  what  I  am  talking  about. 

Senator  Cummins.  May  I  suggest  you  take  the  month  of  October  ? 

Director  General  McAdoo.  Why  not  take  the  month  of  September  ? 
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The  Chairman.  Why  not  take  the  four  months  after  the  increase 
went  mto  effect  ?    Then  you  will  get  a  better  average. 
Senator  Gore.  That  is  a  good  idea. 

Director  General  McAdoo.  You  really  want  to  get  the  facts,  I  un- 
derstand.   One  month  will  hardly  state  the  facts. 

The  Chairman.  Mr.  Secretary,  may  I  make  a  suggestion?  Will 
you  give  to  the  committee  the  period  from  the  time  you  increased 
wages  and  increased  rates,  or  take  from  the  time  you  increased  the 
rates,  and  give  the -committee  the  result? 

Senator  Gore.  Take  July,  August,  September,  and  October  for 
both  years. 

Senator  Poindexter.  Put  in  the  foiu:  months. 
Senator  Kellogg.  Take  July. 

Director  General  McAdoo.  No;  I  said  take  September.  But  I 
prefer  to  take  the  four  months. 

Senator  Gore.  The  broader  your  base  the  better. 

Senator  Cummins.  Have  you  the  figures  showing  that  for  the  four 
months  ? 

Director  General  McAdoo.  I  present  a  table  that  we  hastily  made 
up  here 

Senator  Kellogg.  I  was  speaking  about  the  percentage  of  in- 
crease. 

Director  General  McAdoo.  I  am  going  to  give  it  to  you.  In  1918, 
gentlemen,  the  revenues  for  the  months  of  July,  August,  September, 
and  October  were  $1,950,786,144. 

Senator  Gore.  Please  state  that  again,  Mr.  Secretary. 

Director  General  McAooo.  In  1918,  for  the  months  of  July,  August, 
September,  and  October — four  months — the  revenues  were  $1,950,- 
786,144.  In  1917,  for  the  same  four  months,  the  revenues  were 
$1,457,397,518.  Now,  deducting  the  back  pay  from  the  months  of 
July,  August,  September,  and  October — deducting  back  pay,  and 
simply  charging  against  those  months — the  regular  increased  pay 
and  expenses  for  that  time,  the  operating  costs  in  1918  were  $1,315,- 
000,000  in  round  numbers,  or  67.4  per  cent,  and  in  1917,  for  the  same 
months,  $990,195,225,  or  67.9  per  cent. 

Senator  Poindexter.  Is  there  any  back  pay  to  be  deducted  in 
1917? 

Director  General  McAdoo.  There  was  no  back  pay  to  be  deducted 
in  1917.  I  am  putting  these  figures  on  precisely  the  same  basis  as 
to  wages  and  labor  and  everything  else. 

Senator  Gore.  Have  you  copies  of  that,  Mr.  Secretary  ? 

Director  General  McAdoo.  I  will  put  this  in  the  record. 

102009°— 19  7 


98  EXTENSION  OP  GOVERNMENT  CONTROL  OF  RAILROADS. 


The  statement  referred  to  follows: 


Revenues  and  expenses  of  Class  I  railroads  and  large  terminal  companies  for  the  months 
July  to  October,  inclusive,  1918  and  1917,  taken  from  summary  of  monthly  reports  of 
large  roads,  compiled  by  the  Bureau  of  Statistics,  Interstate  Commerce  Commission. 

[Decreases  are  indicated  by  italic  figures.] 


July. 

August. 

September. 

1918 

1917 

1918 

1917 

1918 

1917 

Railway  operating  reve- 
Eailway  operating  ex- 
Net  operating  rev- 
enues  

Uncollectible  railway 
revenue  

Railway  operat- 
ing income ...... 

Jomt  facility  rent  

Net  operating  in- 
come  

Operating  ratio  

$468, 379,804 
316,813,838 

$348,394,394 
237, 809, 378 

$502, 759,622 
358, 987, 665 

$366, 223,601 
246, 918, 741 

$488, 135, 960 
370, 604, 890 

$358, 798,497 
244,316,681 

151,565,966 

110,585,016 

143,771,957 

119,304,860 

117,531,070 

114,481,816 

15,803,327 
63, 609 

14, 898, 911 
35, 863 

15, 596, 909 
51,907 

14, 774, 952 
57,017 

16, 102, 550 
38, 567 

16, 797, 896 
45,993 

135, 699, 030 

95,650,242 

128, 123,081 

104, 472, 891 

101, 389, 953 

97,637,927 

3,578,670 

1,765,404 
1,285,218 

1,013,144 

/,  686, 694 

1,617,886 
1,468,951 

928, SS6 
1,422,817 

1,609,270 
1, 146, 160 

137,845,435 
67.64 

92, 599, 620 
68. 26 

127,549,531 
71.40 

101,380,055 
67.42 

99,038,750 
75. 92 

94, 982, 497 
68.09 

October. 

Four  months,  July  to  October,  inclusive. 

1918 

1917 

1918 

1917 

Increase  or 
decrease. 

Railway  operating  revenues . . . 
Railway  operating  expenses  

Net  operating  revenues  

Uncollectible  railway  revenue. . . 
Railway  operating  income. 

$489, 332, 259 
383,372,566 

$382,544,311 
260,057,219 

$1,950,786,144 
1,431,379,402 

$1,457,397,578 
990,195,225 

H93,388,566 
441,184, 187 

105, 959, 693 

122, 487, 092 

519, 406, 742 

407,202,363 

52, 204, 379 

16, 390, 539 
51,929 

16,621,554 
97, 105 

64,200,201 
206,408 

02,671,651 
236, 199 

1,528,550 
29, 791 

89,511,225 

105, 768, 433 

455, 000, 133 

404, 294, 513 

50,705,620 

1,249,022 
1,156,077 

1,937,179 

1,130,  782 

2,479,934 

3,958,256 

7, 212, 355 
3, 589, 187 

9,692,289 

369,089 

87, 106, 126 
78. 35 

102, 700, 478 
67.98 

453, 521, 811 
73.38 

393, 492, 971 
67.94 

60, 028, 840 
5.44 
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The  foUoAving  table  was  submitted  later  by  Director  General 
McAdoo,  showing  a  final  statement  of  revenues  and  expenses  of 
Class  I  roads  and  large  terminal  companies  for  four  months,  July  to 
October,  inclusive,  1918  and  1917,  excluding  back  pay  and  including 
expenses  of  the  United  States  Railroad  Administration: 


1918 

1917 

Increase  or 

$1,950, 786,144 

$1,457,397,578 

$493,388,566 

1,315,107,326 
2 1,939, 220 

990, 195, 225 

344,912,101 
1,939,220 

1,317,046,546 

990, 195,  225 

326,851,321 

633, 739, 598 
64,200,201 
206,  40S 
569,332,989 
2,479,934 
3,958,256 

467,202,363 
62,671,651 
236, 199 
404,29-1,513 
7,212,355 
S, 589, 187 

166, 537, 235 
1,528,550 
23, 791 
165,038,476 
9, 692, 289 
369,089 

567,854,667 
67.52 

393, 492, 971 
67.94 

174,361,693 
0.42 

Operating  revenues  

Operating  expenses: 

Railroads  (excluding  back  pay')  

United  States  Railroad  Administration. 


Total  expenses. 


Net  revenue  from  operation  

Taxes  

Uncollectible  railway  revenue . 

Railway  operating  income  

Equipment  rents  

Jomt-facUity  rent  


Net  operating  income. 
Operating  ratio  


1  Decreases  are  indicated  by  italic  figures. 

2  This  amount  Represents  the  entire  expense  of  the  United  States  Railroad  Administration  for  the  four- 
month?  period:  whereas  the  statement  includes  the  revenues  for  Class  I  roads  and  large  terminal  com- 
panies only.  The  United  States  Railroad  Administration  also  operates  several  hundred  small  railroads 
and  steamship  companies  and  several  canals. 

Director  General  McAdoo.  Now,  the  operating  ratio — that  is,  the 

ratio  of  expenses  to  revenue  

Senator  KIellogg.  Gross  revenue. 

Director  General  McAdoo  (continuing).  To  gross  revenue,  for  the 
four  months  of  1918,  was  67.52  per  cent,  and  in  1917,  it  was  67.94  per 
cent;  in  other  words,  it  was  in  favor  of  the  unified  operation,  even 
under  war  conditions. 

Senator  KLellogg.  Those  figures  do  not  agree  with  the  report  of 
the  Interstate  Commerce  Commission. 

Director  General  McAdoo.  The  Interstate  Commerce  Commission 
reports  do  not  show  the  data  as  to  back  pay  and  I  am  deducting  the 
back  pay  which  was  distributable  over  those  months.  If  you  want 
figures  that  are  comparative,  you  must  make  those  deductions  for 
back  pay. 

Senator  Kellogg.  I  think  we  should  have  detailed  statements  for 
each  of  those  months.    I  asked  you  for  that  yesterday. 

Director  General  McAdoo.  And  we  shall  be  very  glad  to  give  them 
to  you. 

The  following  statement  was  submitted  later  by  Director  General 
McAdoo : 

BACK  PAY  BT  MONTHS  POR  THE  10  MONTHS  ENDED  OCTOBER  31,  1918. 

This  information  is  not  available  by  months  for  the  reasons  stated  in  the  note  at  the 
foot  of  the  succeeding  statement. 

There  was  no  actual  back  pay  included  in  the  accounts  for  the  five  months  ended 
May  31,  and  the  amount  of  additional  compensation  allowed  by  General  Order  No.  27, 
applicable  to  that  period  was  $230,731,277,  as  shown  on  the  following  statement. 

The  expenses  for  the  month  of  June  included  $133,043,201  back  pay,  applicable  to 
the  five  months  ended  May  31,  1918.  No  back  pay  was  included  in  the  expenses  for 
the  month  of  July. 

Back  pay  included  in  the  accounts  for  the  four  months  July  to  October,  inclusive, 
amounted  to  $116,272,076,  but  the  amount  included  in  each  month  is  not  yet  available, 
although  being  comijiled  by  the  roads  as  explained  in  the  following  statement. 
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Back  pay  included  in  accounts  f  r  months  oj  July  to  October,  1918,  inclusive. 
Back  pay  included  in  operatino;  expenses,  July  to  October,  inclusive. .  $116;  272,  07B 


The  amount  included  in  each  month  separately  is  not  readily  ob- 
tainable. 

The  forego  ins;  estimate  is  based  as  follows: 

Final  report  of  increases  caused  by  General  Order  No.  27  and  Sup- 
plement No.  4,  both  of  which  were  retroactive  to  January  1,  shows 
(for  the  months  January  to  May,  inclusive)   230,  731,  277 

Of  this  amount  there  was  included  in  June  expenses   133,  043,  201 


Leavinjj  (included  in  the  months  July  to  October)   97,  688, 076 

In  addition,  these  months  included  the  back  pay  for  the  month  of 
June  on  Supplement  No.  4,  which  was  not  put  out  until  after  the 
June  accounts  were  closed   18,  584,  000 


Total   116,272,076 


Note. — The  carriers  were  not  required  to  report  each  month  the  back  pay  included 
in  the  expenses,  and,  consequently,  this  information  was  not  available  from  the  records 
in  Washins;ton.  Immediately  after  the  hearing  on  January  4,  all  of  the  Class  I  rail- 
roads were  instructed  by  telegraph  to  report  the  back  time  included  in  the  accounts 
for  each  of  the  months  from  July  to  October,  inclusive.  This  information  is  now 
being  assembled  but  as  yet  complete  reports  have  only  been  received  from  two  roads. 

Senator  Kellogg.  Your  figures  do  not  compare  with  the  reports 
of  the  Interstate  Commerce  Commission — they  are  nowhere  near 
them. 

Director  General  MoAdoo.  The  Interstate  Commerce  Commission's 
figures  do  not  make  the  deductions  for  back  pay  that  I  am  teUing  you 
about.  For  instance,  in  the  month  of  June  last,  we  charged  up  back 
pay — retroactive  back  pay — against  operating  expenses  for  the 
month  of  June,  amounting  to  $133,000,000.  The  month  of  June, 
under  Government  operation — unified  operation — was  quite  a  bad 
one  for  this  reason — I  do  not  think  it  is  fair  to  take  the  month  of 
June  as  indicative  of  operating  conditions  for  the  wliole  year.  As 
soon  as  the  returns  come  in,  a  detailed,  statement  of  operations  under 
Government  control  for  the  year  1918  will  be  submitted.  You  know 
those  figures  are  not  available  until  about  six  weeks  afterwards. 

The  Chairman.  Your  back  pay  ran  from  January  1,  1918,  and 
your  increased  rates  began  when  ? 

Director  General  McAdoo.  About  July  1.   -   '■  "  ' 

The  Chairman.  There  was  an  interval  there  of  about  six  months. 

Director  General  McAdoo.  Six  months  increase  of  rates  to  carry 
12  months  increase  of  wages  and  supplies. 

The  Chairman.  And  a  twelve  montns  period  of  increased  wages. 

Director  General  McAdoo.  Please  keep  this  in  mind:  Six  months 
increased  rates — that  is,  freight  and  passenger  rates — are  supporting 
and  carrying  twelve  months  increases  in  wages,  and  increased  cost 
of  materials  and  supplies  of  all  kinds.  If  the  increased  rates  had 
been  in  effect  on  the  1st  of  January,  1918,  instead  of  the  1st  of  July, 
1918,  we  should  have  met  all  of  the  operating  expenses,  including 
these  increases  of  wages,  and  have  had  a  surplus  of  probably  more 
than  $100,000,000.  But,  you  see,  we  got  the  benefit  of  these  increased 
rates  six  months  after  the  increase  of  wages,  and  increased  cost  of 
supplies  began  to  operate. 

Senator  La  Follette.  And  we  have  had  a  very  serious  winter. 

Director  General  McAdoo.  We  also  had  a  very  serious  winter. 
You  must  also  remember  that  when  the  railroads  were  taken  over, 
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with  the  congestion  then  existing,  and  with  the  extraordinary- 
paralysis  of  transportation  in  the  eastern  district,  especially,  enor- 
mous expenditures  on  the  part  of  the  Government  were  necessary  to 
clear  up  the  situation.  I  do  not  know  how  much  it  cost  to  clear  the 
Pennsylvania  System  alone  so  that  it  would  function;  it  was  in  very 
bad  shape. 

Senator  Cummins.  How  much  back  pay  did  you  expend  after  the 
1st  of  July  ? 

Director  General  MoAdoo.  I  am  getting  those  figures  for  you. 
They  are  not  ready  yet. 

Senator  Cummins.  I  had  supposed  you  had  made  your  back  pay- 
ment before  that  time,  covering  the  first  of  the  year. 
-  Director  General  McAdoo.  All  back  pay,  included  in  operating 
expenses,  for  the  period  from  July  to  October,  inclusive,  amounted  to 
$116,272,076.    I  am  not  giving  you  the  details. 

Senator  Townsend.  How  much  was  paid  on  July  1  ? 

Director  General  McAdoo.  The  back  pay  for  the  four  months  in  ' 
question  amounted  to  $116,272,076.    Statement  of  all  back  pay  will 
be  submitted  to  the  committee. 

(This  question  was  explained  by  exhibit  included  as  note  on  a 
preceding  page.) 

Senator  Kellogg.  It  ought  to  go  by  months  after  the  rate  increase, 
so  that  each  month's  statement  can  be  recast. 

Director  General  McAdoo.  We  will  give  you  the  distribution  of  it 
by  months.  Senator.  You  can  see,  if  you  deduct  those  back  pay- 
ments from  the  four  months  of  1918,  your  operating  ratio  to  income 
was  67.52  under  unified  control,  and  67.94  per  cent  for  the  same  period 
under  private  control. 

Senator  Kellogg.  What  we  want  are  the  facts.  They  are  not  in 
your  statement  and  we  have  had  no  statement  of  them  here.  You 
simply  say  the  rates  have  been  increased,  but  you  do  not  say  how 
much. 

Director  General  McAdoo.  You  are  welcome  to  the  information, 
and  I  shall  be  glad  to  supply  it. 

Senator  Kellogg.  I  notice  in  a  publication  of  the  Railroad 
Administration,  a  statement  covering  some  12  or  14  pages,  of  the 
central  administration  in  Washington,  we  will  call  it,  exclusive  of  the 
regional  admmistrations,  giving  the  heads  of  the  various  depart- 
ments. Can  you  file  a  statement  showing  the  number  of  employees 
other  than  those  given  here  under  each  one  of  these  departments  ? 

Director  General  McAdoo.  Certainly.    We  have,  I  think,  about 
1,100  employees  in  Washington  in  the  Railroad  Administration. 
I       Senator  Kellogg.  I  am  speaking  about  those  traveling  all  over 
the  country  and  everywhere  else. 

Director  General  McAdoo.  I  will  give  you  a  statement  of  the  entire 
number  of  men  employed. 

Senator  Kellogg.  Does  the  1,100 — or  whatever  it  is — include  the 
men  under  the  direction  of  these  heads,  traveling  over  the  country  ? 

Director  General  McAdoo.  That  does  not  include  inspectors. 

Senator  Kellogg.  I  want  the  inspectors  and  every  other  employee 
employed  under  the  direction  of  this  central  administration — not  the 
operating  regional  administrations. 

Director  General  McAdoo,  We  will  give  you  that. 
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Senator  Kellogg.  Are  those  expenses  charged  to  the  Government 
or  charged  to  the  railroads  ? 

Director  General  McAdoo.  Those  expenses  are  charged  to  the 
central  administration  here  at  Washington  and  Mr.  Hines  calls  my 
attention  to  the  fact  that  they  are  not  included  in  the  figures  I  gave 
this  morning.  We  will  include  them  in  the  final  statement.  They 
affect  the  results  very  slightly. 
I  Senator  Kellogg.  The  costs  of  the  central  railroad  administration 

are  not  included  in  the  operating  figures  ? 

Director  General  MoAdoo.  They  are  not  included  in  the  figures 
I  have  just  given,  but  we  will  distribute  them. 

Senator  Kellogg.  Another  thing.  The  railroads  over  the  coun- 
try— the  corporations — have  been  required  to  maintain  their  own 
corporate  organization,  their  presidents,  their  executive  officers,  so 
far  as  they  thought  it  necessary  to  look  after  their  other  properties, 
and  their  organization;  they  have  been  required  to  pay  for  those 
themselves  ? 

Director  General  McAdoo.  Yes. 

Senator  Kellogg.  They  are  not  included  in  your  figures  ? 

Director  General  McAdoo.  The  corporate  organizations  are  not  an 
expense  of  the  Federal  administration. 

Senator  Kellogg.  When  they  were  under  private  operation  they 
had,  of  course,  to  pay  their  own  expenses.    All  these  things  went  in. 

Director  General  McAdoo.  And  that  is  included  in  their  statement 
of  expenses. 

Senator  Kellogg.  But  it  is  not  included  in  your  operating  ex- 
penses. 

Director  General  McAdoo.  No;  it  is  not  a  part  of  it. 

Senator  Kellogg.  The  expenses  of  this  central  organization  are 
not  included  in  your  figures  ? 

Director  General  McAdoo.  No;  they  will  be  included  in  the  state- 
ment we  shall  give  you. 

(Director  General  McAdoo  later  submitted  the  following  statement 
covering  the  questions  asked  above:) 

Central  administration.  !  ■  • 


Number  of  officers  and  employees  at  Washington   1, 193 

Number  of  oiBcers  and  employees  outside  of  Wasliington  (including  106  cen- 
tral administration  traveling  representatives,  supervisors,  and  inspectors) .  227 


Total  officers  and  employees  ,   1,  420 

Total  pay  roll  for  December,  1918   $280,  600 

Regional  administration. 

Number  of  officers  and  employees   1,  079 

Total  pay  roll  for  December,  1918   $252,  500 


Note. — All  figures  are  based  on  pay  roll  for  second  half  of  December,  1918. 


\ 
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Central  administration. 
(OfBoers  and  employees  by  divisions,  December,  1918.] 


Officers. 


Employees 


Division  directors  

Director  General's  Office  

Asiistant  Director  General's  Office 


7 
2 

3 


173 
20 


Division: 

Finance  and  Purchases  

Operation  

Public  Service  and  Accounting 

Law  '. 

Traffic  

Capital  Expenditures  , 

Labor  

Inland  "Waterways  

Actuary    


Board  of  railroad  wages  and  working  conditions 


6 
31 
5 
9 
18 
2 
3 


2 

6 


88 
526 
162 
61 
124 
41 
52 
11 
28 
39 


Senator  Kellogg.  That  is  all  I  wish  to  ask. 

Senator  Townsend.  Now,  Mr.  Secretary,  while  I  have  some 
doubt — I  do  not  care  to  have  you  discuss  them — as  to  the  right  of 
Congress  to  extend  this  period  for  five  years  without  being  subject 
to  the  duty  of  confiscating  the  property,  the  whole  of  it,  if  the  rail- 
roads refuse  to  enter  into  cooperation  with  you — and  that  is  a  serious 
question  with  me — but  you  have  expressed  your  opinion  about  it, 
and  I  do  not  care  to  discuss  it.  What  you  aie  interested  in  and  what 
I  am  interested  in,  in  regard  to  this  question,  is  this  proposition  of 
extending  the  time  for  five  years.  I  am  not  clear  that  I  got  the  force 
of  your  argument,  that  you  mil  have  less  difficulties,  or  the  people 
will  have  feWer  difficulties  at  the  end  of  the  peiiod,  or  at  the  legis- 
lative period  of  the  congressional  act,  if  you  extend  it  five  years. 
You  are  now  meeting  some  difficulty,  since  the  end  of  the  war,  be- 
cause of  the  lack  of  full  cooperation  on  the  part  of  the  railroads.  They 
are  questioning  some  6f  the  things  you  are  doing.  Why  do  you  think 
they  will  not  question  those  same  things  at  the  end  of  three  years,  or 
four  years,  at  the  time  when  the  Congress  will  probably  be  called  upon 
to  act? 

Director  General  MoAdoo.  I  do  not  mean  to  say  they  will  not 
question  them  at  the  end  of  that  time.  I  think  they  will  question 
them  whenever  the  final  settlement  comes,  anyway.  If  the  period 
is  very  brief,  it  is  natural  that  they  should  be  unwilling  to  cooperate 
with  you  in  entering  upon  a  comprehensive  program  of  improve- 
ments or  in  the  purchase  of  necessary  equipment,  and  that  sort* of 
thing,  when  they  feel  that  there  may  be  an  advantage  in  holding 
back,  or  in  preventing  these  things  until  they  get  possession  of  the 
properties  again. 

Senator  Townsend.  What  advantage  could  possibly  accrue  to 
them  by  doing  that? 

Director  General  McAdoo.  They  might  think  that  they  can  do  the 
work  cheaper,  that  the  wages  of  labor  or  the  market  price  of  com- 
modities niay  be  less,  or  for  any  other  reason.  For  instance,  that 
they  could  force  the  Government  to  undertake  essential  improve- 
ments and  finance  them  with  the  prospect  that  the  Government 
might  not  be  able  to  fasten  the  charge  on  the  corporations.  You 
know  it  might  be  possible  to  obstruct  or  delay  vital  improvements 
for  a  short  time,  say  21  months,  when  it  would  not  be  possible  to 
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delay  them  for  five  years.  The  properties  must  be  kept  up  during 
the  five-year  period.  The  owners  would  have  to  cooperate  with  the 
Government  to  keep  them  up  because  it  would  be  to  their  interest 
to  do  so. 

With  Federal  control  automatically  disappearing,  as  under  the 
present  law,  the  corporate  officers  might  feel  that  it  is  to  their  inter- 
est to  delay  many  improvements  that  should  be  begun  and  carried 
forward  without  interruption.  Such  improvements  may  not  be 
susceptible  of  completion  within  the  21  months'  period,  and  then, 
again,  the  corporate  officers  may  not  entirely  agree  with  the  Rail- 
road Administration  as  to  the  form  or  character  of  the  improvements 
that  should  be  made.  The  Government  is  considering  now  many  of 
the  improvements  that  are  proposed  and  will,  therefore,  either 
have  to  proceed  upon  its  own  initiative,  where  agreements  can  not 
be  made  with  the  corporations,  and  take  its  chances  in  litigation 
upon  the  liquidation  of  Federal  control,  or  it  will  have  to  defer  these 
improvement  altogether  until  the  fate  of  the  railroads  has  been 
definitely  determined. 

There  are  other  reasons  why  it  would  be  more  difficult  to  get 
corporate  cooperation  under  so  short  a  tenure,  which  would  not 
prevail,  I  think,  under  the  long  tenure,  because  everyone  would 
recognize,  once  it  was  determined  that  a  test  period  of  five  years 
should  be  made,  that  it  would  be  useless  to  try  to  postpone  essential 
things  for  five  years.  It  might  be  possible  to  postpone  them  for 
one  or  two  years,  but  it  would  not  be  possible  to  postpone  them  for 
five  years,  and  so  I  feel  that  once  that  thing  were  settled,  the  inter- 
ests of  the  corporations  and  of  the  public,  during  the  five-year  period 
would  be  more  harmonious  than  they  would  be  under  a  shorter 
period;  that  things,  in  other  words,  would  have  to  be  done  that 
could  not  be  deferred,  and  that,  thereafter,  they  would  have  to  go 
along  together. 

I  think  one  of  the  most  serious  things  about  the  short  control  is 
the  question  of  the  morale  of  the  organizations  themselves.  I  do 
not  believe  that  it  will  be  possible  to  maintain  as  high  a  morale 
under  a  rapidly  disappearing  control  as  under  a  control  that  is  more 
prolonged.  At  least  for  two  or  three  years  out  of  the  five-year  period 
there  wiU  be  no  disturbing  questions  for  employees  or  officers. 

Under  the  present  condition  the  time  is  shortening  very  rapidly; 
21  months  is  not  a  long  time,  and  each  month  that  passes  brings  the 
officers  and  men  under  Federal  control  nearer  and  nearer  to  the  time 
when  a  change  must  be  made;  and  if  they  have  got  to  go  back  to 
private  control,  they  do  not  know  what  their  status  will  be,  and 
I  think  that  would  be  a  source  of  continual  ferment  and  an.x:iety  to 
officers  and  employees  alike. 

Now,  gentlemen,  let  me  say  this:  I  feel  also  and  I  do  not  wish  to 
over-emphasize  it — it  may  be  that  I  am  not  justified  in  my  feeling — ■ 
that  it  IS  always  difficult,  in  the  face  of  an  impending  presidential 
campaign  to  keep  this  sort  of  thing  out  of  politics — at  least  to  some 
extent. 

If  the  railroads  are  held  for  this  21-months  period  with  a  rapidly 
diminishing  Federal  control  the  employees  of  the  railroads  will  them- 
selves become  the  objects  of  political  solicitation  for  support  for 
some  particular  plan  or  for  some  political  purpose — and  that  does 
not  apply  to  any  one  party;  it  will  apply  to  all  parties;  everybody  in 
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a  political  campaign,  all  candidates  want  votes,  Democrats  and 
Republicans  alike :  and  the  result  will  be  that  the  employees  of  these 
railroads — sometliing  like  two  million  of  them — will  be  kept  in  a 
state  of  political  ferment  and  solicitation  dm'ing  this  period  of  time, 
which,  I  think,  will  be  highly  destructive  of  the  morale  and  seriously 
demoralizing  in  its  effects.  One  thing  is  certain,  the  railroads  of  the 
United  States  must  be  kept  out  of  politics.  I  have  religiously  pre- 
vented the  injection  of  any  politics  into  the  operation  of  these  rail- 
roads during  Federal  control.  The  officers  whom  I  have  appointed 
were  in  nearly  every  instance  the  officers  employed  by  the  private 
corporations  and  they  were  selected  without  reference  to  politics;  I 
do  not  know  theu'  politics;  and  the  men  whom  I  appointed  as  regional 
directors  of  the  railroads,  I  do  not  know  their  politics  either.  I 
believe  I  know  the  politics  of  one  of  them,  and  he  is  a  Republican. 
But  I  do  not  care  what  their  politics  are;  they  were  selected  solely 
because  I  thought  they  had  the  requisite  ability  to  properly  run  these 
railroads  in  the  interest  of  the  people  of  the  United  States. 

Now,  if  for  political  reasons,  or  from  political  incentive,  or  from 
political  agitation  and  interference,  or  for  the  reason  that  there  is  to 
be  a  change  of  masters  soon,  a  change  from  the  mastership  of  Uncle 
Sam  to  the  mastership  of  the  private  corporations  and  for  other  things 
that  will  enter  into  it  under  the  short  tenure,  which  I  have  described, 
there  is  a  lowering  of  the  morale  of  railroad  employees  throughout 
the  country,  it  -will  work  not  only  for  inefficiency  in  operation,  but 
it  will  also,  because  of  that  inefficiency,  produce  serious  risks  in  the 
safety  of  operation,  not  only  to  those  who  travel  but  also  to  the 
commerce  and  industry  of  the  country. 

Senator  Townsend.  And  your  proposal  simply  defers  that  for 
five  years  instead  of  two  years;  instead  of  settling  it  now  you  will 
have  the  same  conditions  to  meet  when  you  attempt  to  turn  them 
over  after  your  five-year  experiment,  will  you  not? 

Director  General  McAdoo.  I  do  not  think  so,  Senator,  for  this 
reason:  If  you  have  a  period  of  five  years  of  Federal  control  here  is 
what,  in  my  judgment,  will  happen:  Immediately  there  will  be  a 
composure  of  all  the  present  agitation  and  uncertainty  in  railroad 
circles  about  what  is  going  to  happen.  There  will  be  a  definite 
objective  to  work  to,  and  everyone  will  reconcile  themselves  to  the 
situation. 

Senator  Townsend.  It  seems  to  me  that  you  are  begging  the 
question  now;  that  you  are  just  going  to  create  more  disturbance  by 
extending  the  time  fiVe  years  and  prolonging  it  over  five  years  instead 
of  two,  because  you  know  this,  Mr.  Secretary,  that  while  we  speak  of 
"twenty-one  months,"  you  have  21  months  after  peace  is  declared, 
and  we  have  at  least  two  years,  as  we  all  know,  to  continue  this 
experiment,  if  we  try  it  now. 

Director  General  McAdoo.  I  am  not  begging  the  question;  at  least, 
I  do  not  mean  to.  On  the  contrary,  we  are  both  expressing  opinions 
about  the  same  thing. 

Senator  Townsend.  Yes. 

Director  General  McAdoo.  Concerning  which  I  am  willing  to  admit 
that  there  may  be  honest  differences  of  opinion;  because  I  can  read 
the  future  no  more  clearly  than  you  can,  if  as  clearly.  I  am  arguing 
from  my  experience  with  the  railroads  for  the  past  year.  Now,  if 
you  have  a  five-year  control,  it  is  certain  that  with  respect  to  the 


106       EXTENSION  OP  GOVERNMENT  CONTROL  OF  RAILROADS. 


first  three  years  of  that  control  you  can  operate  these  railroads  with- 
out any  fear  of  changes  in  the  management;  let  us  say  for  three  years, 
anyway. 

Senator  To WNSEND.  And  only  two  now  ? 

Director  General  McAdoo.  And  only  two  now.  At  the  end  of  the 
two-year  period  everyone  knows  that  the  entire  time  is  gone,  while 
at  the  end  of  the  first  three  years  of  the  five-year  period  everyone  will 
know  that  there  are  two  more  years  to  go  within  which  to  legislate 
for  a  permanent  solution  of  the  problem;  but  whether  Congress 
legislates  or  not,  all  will  know  that  it  is  a  five-year  test  period  fixed 
by  law,  will  give  stability  to  railroad  operation,  and  will  satisfy  the 
officers  and  men  alike  that  there  is  a  definite  tenure,  and  that  they 
can  go  forward  with  their  work  on  a  definite  basis  of  stability  of 
control  for  a  definite  and  sufficient  period. 

Senator  Townsend.  Is  your  proposition  that  they  should  not  be 
turned  back  under  circumstances  within  five  years? 

Director  General  McAdoo.  Yes;  unless  Congress  legislates  in  the 
meantime.  If  I  were  going  to  enter  upon  a  five-year  test  period,  I 
should  not  reserve  power  to  the  President  to  relinquish  them  before 
the  termination  of  that  period.    The  purpose  of  the  test  would  be  a 


Now,  I  believe  that  no  one  who  has  not  been  immersed  in  the  rail- 
road problem  and  saturated  with  it  during  the  past  year's  expeiience 
with  Federal  control,  can  appreciate  so  well  as  one  who  has  been 
immersed  in  it  the  value  of  stability  and  composm'e  in  the  operation 
of  the  lailroads.  We  have  had,  during  the  year  of  Federal  control, 
constant  ferment,  due  not  alone  to  war  conditions,  but  as  well  to  the 
necessity  of  readjusting  wages  and  putting  them  and  working  condi- 
tions on  a  stable  and  fair  basis,  as  well  as  to  many  other  causes,  which 
I  need  not  describe.  I  look  forward,  therefore,  with  a  great  degree  of 
confidence  to  a  demonstration  of  the  benefits  of  unified  control  and 
operation  during  a  period  of  composure  and  stability,  which  I  know 
will  develop  many  things  of  infinite  value  to  the  public. 

It  makes  no  difference  to  me,  personally,  whether  the  time  De 
extended  or  not;  I  am  merely  putting  forward  my  views  for  what 
they  may  be  worth,  as  the  result  of  the  experience  1  have  had. 
Senator  Townsend.  I  understand  that. 

Dkector  General  McAdoo.  Evidently  it  is  in  the  minds  of  many 
that  the  ope  -ating  results  for  a  year,  even  under  these  war  conditions, 
and  in  these  abnormal  times,  are  of  essential  importance  in  deter- 
mining the  future  of  the  railroads.  I  read  it  in  the  papers  constantly. 
The  one  thought  that  seems  to  be  uppermost  in  the  minds  of  some 
who  write  about  this  thing  is:  Was  there  a  deficit  this  year  or  was 
there  not?  Now,  if  that  is  the  important  thing,  if  that  is  the  crux 
of  the  situation — and  I  do  not  admit  that  it  is,  but  I  think  it  does 
have  a  bearing  on  it — and  if  so  many  people  think  it  is,  then  let  us 
have  a  fair  test  under  composed  and  stable  conditions,  without 
ferment  or  agitation,  of  railroad  operation  under  this  unified  control, 
which  will  demonstrate  to  the  American  people  what  the  possibilities 
of  the  unified  system  are.  I  think  such  a  test  would  indicate  very 
clearly  what  the  remedy  should  be. 

One  word  more:  I  am  sorry  to  make  such  a  long  statement,  but  I 
want  to  try  to  give  you  my  perspective  of  it.  Let  us  take  the  ques- 
tion of  improvements.    There  are  many  vital  and  necessary  improve- 
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ments  that  ought  to  go  forward,  but  which  can  not  be  undertaken 
in  a  21-months'  or  a  two-years'  period,  with  any  hope  of  completing 
them  and  getting  the  benefits  of  the  operatmg  results  m  that  time. 

In  a  five-year  period  you  could  lay  out  an  intelligent  program  of 
improvements.  Many  terminals  could  be  consolidated;  many  essen- 
tial grade  revisions,  for  instance,  could  be  made;  curvature  e.limma- 
tions,  or  reductions  of  curvatures;  double  tracking  and_ realignments 
of  tracks;  and  increased  and  improved  terminal  facilities  of  various 
kinds  could  be  provided.  All  of  this  takes  time.  With  a  five-year 
control  you  could  plan  comprehensively  for  a  certain  amount  of 
important  work  and  vou  could  carry  it  forward  and  complete  it  so 
as  to  reahze  the  benefits,  at  least  partially,  before  the  period  expired, 
and  by  that  time  you  would  undoubtedly  get  remedial  legislation  by 
Congress,  based  upon  adequate  knowledge. 

I  should  like  to  call  attention  to  one  or  two  very  pregnant  facts 
with  respect  to  unprovements.  This  is  typical  of  what  exists  in  the 
railroad  situation  all  over  the  country.  I  quote  from  a  report  of  the 
regional  director  at  Atlanta,  Ga.,  dated  December  29,  1918: 

On  one  of  our  lines  an  expenditure  of  approximately  §3,000,000  for  installation  of 
bridges  which  will  permit  use  of  modern  power  would  yield  a  return  of  approxmiately 
$500,000  a  year. 

That  is,  there  would  be  a  saving  of  $500,000  a  year. 
On  another  line  an  expenditure  of  $4,000,000  for  new  bridge  work  would  enable 
annual  savings  in  freight  train-miles  worth  approximately  $700,000.  The  region  is 
full  of  bridges  which  are  carrying  loads  right  up  to  the  present  capacity,  even  under 
the  use  of  small,  and  therefore  inadequate,  locomotives.  Much  money  can  be  profit- 
ably expended  for  bridges  and  larger  power.  Another  dii-ection  in  which  large 
expenditures  would  bring  tine  results  is  in  the  matter  of  engine  terminals  and  repair 
shop  facilities.  Well-maintained  power  is  the  heart  of  good  and  economical  railroad 
operation.  To-day's  power  can  not  be  maintained  in  shops  and  roundhouses  which 
were  more  or  less  out  of  date  5  or  10  years  ago. 

All  over  the  United  States  you  find  similar  conditions.  Let  me 
call  your  attention  to  the  Boston  &  Maine  Railroad,  which  has  been 
in  tbe  hands  of  a  receiver.  The  Federal  Railroad  Administration  has 
been  trying  to  further  its  proper  reorganization.  All  over  that  sys- 
tem the  bridges  are  too  light  and  it  is  operating  at  a  high  point  of 
inefficiency  because  it  has  not  modern  power,  and  it  can  not  operate 
modern  power  or  equipment  over  those  light  bridges.  The  substi- 
tution of  bridges  capable  of  carrying  the  maximum  weight  of  locomo- 
tive, together  with  modern  roundhouses,  shops,  and  other  iinprove- 
ments  that  are  necessary,  would,  in  my  opinion,  transform  the  Bost<)a 
&  Maine  Railroad  into  a  highly  profitable  system,  and  would  enable 
it  to  furnish  efficient  transportation  to  the  public  and  at  lower  cost 
than  is  possible  to-day. 

The  same  thing  apphes  throughout  the  country. 
Any  sort  of  reasonable  program  of  improvement  and  expenditure 
would  mean,  in  my  judgment,  the  necessity  for  a  longer  period  than 
two  years  in  which  to  carry  it  out. 

Senator  To WNSEND.  I  understand  that  part  of  your  proposal; 
and,  as  you  say,  one  man's  guess  is  perhaps  as  good  as  another  s. 
1  am  mclined  to  beheve  that  there  will  be  more  confusion  than  order 
as  a  result  of  leaving  this  question  open  in  this  way,  when  you  must 
depend  upon  the  ^cooperation  of  railroad  men  to  make  a  success 
of  whatever  you  do.    Now,  if  you  are  right  about  it,  or  if  those  who 
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criticise  the  railroad  men  are  right  about  it— that  the  railroad  men 
are  opposed  to  this— it  stands  to  reason  that  they  are  not  goino-  to 
assist  any  niore  than  is  necessary  in  a  program  of  that  kind  unless 
It  IS  to  their  advantage.    If  these  things  are  to  their  advantage 
It  occurs  to  me  that  they  wiU  cooperate;  but  here  is  another  point 
that  i  want  to  get  to:  Now,  I  do  not  say  this  with  any  idea  of  beinff 
fulsome  in  my  compliments  at  all,  because  I  am  speaking  the  truth 
I  have  great  respect  for  your  ability;  I  think  that  you  are  one  of  the 
shming  examples  of  business  ability  connected  with  this  administra- 
tion; but  you  are  going  now  to  leave  this  Railroad  Administration 
and  some  otner  man  is  coming  in  to  experiment.    It  is  his  ideas  that 
will  be  carried  out,  and  not  yom-s,  in  the  futm-e.    Now,  what  those 
Ideas  are  o-oing  to  be  nobody  can  tell,  and  it  is  all  going  to  be  carried 
out  according  to  what  he  thinks  is  the  proper  thing  to  do;  but,  as 
Senator  Kellogg  and  others  have  said,  that  will  give  us  no  h^ht  on 
other  propositions  that  we  are  all  interested  in.    We  want  to'' know 
what  the  real  trouble  is  with  reference  to  this  situation— what  the 
real  truth  of  the  situation  is. 

Now,  I  say  it  seems  to  me  that  while  you  have  a  theory  as  to  what 
you  would  do,  if  you  had  the  right  of  way  and  could  control  the 
whole  situation,  even  that  is  subject  to  doubt  in  the  minds  of  some 
ot  us,  as  to  whether  you  could  bring  order  out  of  chaos,  iust  such 
as  exists  now,  we  believe,  better  with  five  years  of  uncertainty  than 
you  would  with  two  years  of  uncertainty. 

Now  I  think  it  is  a  safe  bet  that  this  Congress  is  goino-  to  act 
upon  this  question  with  such  light  as  it  has-and  it  is  gettin| a  great 
dea  from  you;  there  is  a  good  deal  of  real,  valuabFe  informltion 
that  can  be  obtained  from  yom-  experiments  during  the  last  year, 
m  spite  of  anything  that  may  be  said  or  any  untoward  circumstances 
\  fj^f  •  1  ^T^i"*  ""P'  ^""^^  ^       ^^^^  appreciate  that;  but 

iw.  /r    .1  y^""  ^'1  ^^^'^  fi^^  years  now,  and 

say  to  them  that  the  President  must  handle  them  throuo-h  somebody 
frnZ  TnZ^  know  nothing  for  five  years,  we  wiU  be  farther  away 
rom  a  solution  of  this  problem  than  we  are  to-day,  when  the  questioh 
solut'ion  ""''^      interested  in  making  a  proper 

Director  General  McAdoo.  Permit  me  to  thank  you  warmly  for 
your  generous  allusions,  which  I  deeply  appreciate.    1  think,  however, 
L    T  A  H^''^  ^^'^  Director  General  of  Railroads 

S,..  ;l \  ^^^^  ^'"'^^         '^^ke  difference,  assuming 

T  tTi^W^n    ^"""^  ^S""  has  abihty  and  patriotism-ana 

1  thmk  you  can  find  plerrty  of  such  men  to  take  this  job 

SecreTary'  do  not  always  get  them,  though,  Mr. 

on?^!^^  ^^^"''^l^'^'^^^u?-  I  ^^he^e  certainly  get 

one  here,  because  the  problem  is  so  hnportant  that  no  man  will  be 

a  Quebtion;  you  have  stated  your  views 

vorbron'Jh^''oT,fwr;  l^f.S^'^'.S  to  ask  you  some  questions,  but 
you  brought  out  what  I  had  in  mind,  and  I  just  wanted  to  give  you 
my  reasons  for  wishing  to  have  it  brought  out 

T  .wf'^^'u  ?^°''''f^  McAdoo.  Yes;  I  should  like  to  say,  in  reply  that 
to  finH  I^^'       ^'T        presupposes  ability  on  the  p^rt  of  Congres 

futu'r'e'  X"irnotV'^"'"" ^"^^'^^^^  "^^^^^^^ 
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Senator  Townsend.  Yes:  but  do  you  think  that  is  more  of  a  pre- 
sumption than  the  one  that  you  propose,  that  we  are  gomg  to  be 
able  to  solve  this  problem  through  some  unknown  man  m  five  years  i 

Director  General  McAdoo.  Yes. 

Senator  Townsend.  It  is  all  presumption.  o     ^  t 

Director  General  McAdoo.  Yes;  I  do,  for  this  reason,  Senator:  1 
think  the  complexities  of  this  railroad  problem  are  so  great  that  it 
will  be  difficult  to  get  a  solution  in  a  short  time— a  permanent  solu- 
tion    I  believe  that  no  legislation  for  a  permanent  solution  should 
be  had  until  it  has  been  thoroughly  and  deliberately  considered—dis- 
passionately considered— based  upon  more  real  knowledge  of  the 
problem,  now  that  we  are  on  the  inside  of  the  room  and  can  see  what 
furniture  is  in  it,  what  pictures  are  on  the  walls,  and  make  a  more 
complete  inventory  of  the  situation  than  we  have  thus  far  been  able 
to  get  under  war  conditions.    I  believe  that  if  you  have  a  reasonable 
period  for  that  sort  of  dispassionate  consideration  and  test  you  will 
more  certainly  get  a  wise  solution,  because  there  is  no  use  m  having 
some  half-baked  scheme-and  I  do  not  mean  that  you  legislators 
would  of  necessity  evolve  a  half-baked  scheme;  I  mean  that  you  are 
less  likely  to  get"  a  thoroughly  matured  plan  m  a  short  time,  when 
there  is  such  a  controversial  atmosphere,  than  if  vou  have  a  longer 
period  for  its  consideration.    In  order  to  give  stability  to  employ- 
ment in  railroad  operation,  and  to  give  stability  to  the  security 
holders'  position,  and  to  give  stability  to  the  genera  commercial  and 
transportation  situation,  I  think  the  five-year  period  is  the  best  not- 
withstanding the  fact  that  Senator  Cummins  has  suggested  that  a 
continuation  of  the  control  for  five  years  on  the  present  basis  of  com- 
pensation may  reward  some  corporations  unduly.    1  think  we  can 
afford  to  do  that;  I  think  we  can  afford  to  allow  that  to  happen— to 
apply  a  general  principle  of  compensation  m  order  to  get  the  benefits 

of  the  test.  .      .  .  i-u 

Senator  Townsend.  Suppose  this  does  not  work  out  to  the  satis- 
faction of  the  administration  or  of  the  Congress  or  anybody  else; 
then  we  are  just  as  bad  off  as  we  were  before.  If  we  are  going  into 
this  ought  we  not  to  have  five-year  periods,  or  two-years  periods  or 
three-year  periods  of  experimentation  with  the  various  systems  that 
are  proposed— I  mean,  inteUigently  proposed— hke  the  regional 
administration  of  roads,  regional  monopoly. 

Director  General  McAdoo.  In  order  to  get  that  kmd  oi  experi- 
mentation. Senator,  you  would  have  to  have  legislation. 
Senator  Townsend.  Yes. 

Director  General  McAdoo.  To  secure  a  permanent  solution  ol  this 
problem  I  do  not  see  how  you  can  escape  certain  prehmmary  determi- 
nations If  you  are  going  to  radically  alter  the  railroad  organism, 
as  I  think  vou  must  do  in  order  to  bring  about  a  permanent  solution, 
and  radically  alter  the  fundamental  laws  of  this  land,  as  you  must  do, 
to  get  a  permanent  solution,  I  do  not  see  how  you  can  succeed  unless 
it  is  precficated  first  upon  a  larger  knowledge  of  actual  operating  con- 
ditions in  peace  time  than  we  have  had  under  one  year  ot  war  con- 
ditions, and  second,  until  you  have  gotten  a  valuation  of  these  rai  - 
roads,  which  is  now  in  progress,  but  which  is  not  yet  completed. 
Those  two  things,  if  nothing  else  hitervened,  make  it  necessary  to 
prolong  the  time  for  consideration  of  the  problem.  »  /ou  were 
ffoing  to  have  a  regional  solution  under  Federal  control  ot  the  kmd 
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you  have  suggested,  or  a  competitive  solution  between  stronglv 
consolidated  railroad  systems  exclusively  under  Federal  regulation 
as  to  rates  and  control,  each  presupposes,  of  necessity,  a  complete 
valuation  and  a  test  of  the  earning  power  of  the  properties  with 
which  you  purpose  to  deal,  as  a  basis  of  capitalization  and  distribu- 
tion between  the  stockholders  of  the  various  companies 

Senator  Gore.  Mr.  Chairman,  I  would  hke  to  ask  Mr  McAdoo  a 
question. 

Senator  Townsend.  I  do  not  suppose  that  any  system  wiU  be 
adopted  calhng  for  complete  and  permanent  control  of  the  railroads 
that  wiU  not  be  subject  to  revision.  There  wiU  be  amendments 
made  to  any  law  that  is  passed ;  there  is  no  doubt  about  that.  Excuse 
me,  Senator  Gore. 

Senator  Gore.  Yes,  Senator.  ShaU  I  go  ahead  with  my  questions  ? 
The  Chairman.  Yes,  Senator  Gore. 

Senator  Gore.  The  Sherman  antitrust  law  has  been  construed  to 
prohibit  mergers  and  consohdation  on  the  part  of  the  railroads  I 
would  hke  to  ask  if  you  do  not  think  the  railroads  should  be  aUowed 
to  merge  and  consohdate,  at  least  subject  to  the  approval  of  the 
Interstate  Commerce  Commission? 

Director  General  McAdoo.  Are  you  talking  about  preserving  the 
diversified  control— private  control  under  present  forms,  and  then 
permittmg  from  time  to  time  consohdations  ? 

Senator  Gore.  Yes,  private  control,  subject  to  the  right  or  adding 
the  right  to  merge  and  consohdate  in  accordance  with  the  pubhc 
mterest,  gravitatmg  toward  two  or  three  national  systems,  I  would 

Director  General  McAdoo.  I  should,  myseh,  prefer  not  to  do  that- 
■  not  to  make  tliat  change  now,  because  I  think  it  would  not  meet  the 
exigencies  of  the  situation.  It  would  be  merely  a  sort  of  pahative  to 
meet  certam  local  conditions  I  think  it  is  better  to  deal  with  the 
problem  comprehensively  while  we  are  dealing  with  it 
uJaT!^^''  Gore.  I  was  reaUy  trying  to  isolate  the  present  situation, 
under  one  control  and  to  place  ourselves  back  in  the  status  we  were 
m  when  we  took  them  over.  The  Sherman  antitrust  law,  prohibiting 
merger  and  consohdation,  has  prevented  the  unification  of  the  raU- 
roads  of  the  country,  has  it  not « 

r^J^ir^r  ^'^'i^'"^^  McAdoo.  it  has  prevented  unification  under 
private  dommation  and  control,  yes.  I  think  that  is  a  very  diflferent 
thing  from  pubhc  control.  "mcitjuu 

r.Ji!?K^''!^       ''•/^^  ^^^^  ^^"^  "^^^^^         t«  be  modified  before  it 
could  be  done  under  private  control « 

Director  General  McAdoo.  Precisely;  and  that  is  one  of  the 
controversial  pomts  you  wiE  have  to  consider  when  you  legislate 

Senator  Gore.  I  would  hke  to  ask,  now,  whether  the  railroads 
n  PS'^'if        -TT        consolidate,  should  be  given  a  free  hand' 

thfp^cSfem^"''""''^  McAdoo.  You  mean  in  a  permanent  solution  of 
Senator  Gore.  We  wHl  assume  that  permanent  Government  control 
control  '  ^""^  ^^^^  going  back  to  private 
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'  Director  General  McAdoo.  You  mean  merely  to  amend  the 
Sherman  antitrust  law  so  that  mergers  of  railroads  may  be  permitted  ? 

Senator  Gore.  No:  I  am  going  to  ask  you  about  certain  other 
laws  and  restrictions,  but  I  want  to  get  your  views  on  the  Sherman 
antitrust  law  first,  because  that,  being  first  m  point  of  time,  was  the 
chief  obstacle  in  the  way  of  mergers  and  consoHdations. 

Director  General  McAdoo.  Well,  I  think  that  would  have  to  be 
undertaken  with  a  very  great  deal  of  care,  and  I  am  not  so  sure  that 
I  would  favor  the  extension  of  such  power  to  any  commission  or  body 
or  authority  at  this  time,  because  I  believe  it  is  much  better  to  under- 
take to  work  out  a  permanent  solution  of  the  whole  problem  in  a 
more  comprehensive  way. 

There  is  a  grave  danger  in  permitting  railroads  to  consohdate  even 
imder  regulation.  The  trouble  is  that  the  strong  companies  will  not 
at  any  time  be  mlling  to  absorb  weak  companies  or  short  lines  which 
can  not  contribute  to  their  profits.  The  result  would  be  that  the 
strong  corporations  would  continue  to  strengthen  themselves  wherever 
they  could  take  other  lines  on  a  profitable  basis,  and  this  would  tend 
more  and  more  to  isolate  the  weaker  companies  and  the  short  lines 
and  to  weaken  them  still  further.  The  effect  of  this  weakening 
would  be  felt  by  the  people  who  are  dependent  upon  the  weaker  lines 
or  the  short  lines  for  service.  The  true  test  must  be  service  to  the 
public  and  no  policy  should  be  pursued  and  no  solution  should  be 
considered  which  does  not  provide  that  the  public  along  the  line  of 
the  weak  roads  as  well  as  along  the  line  of  the  strong  roads  shall  be 
given  adequate  and  decent  service.  Otherwise,  the  development  of 
the  country  along  the  weaker  lines  and  the  short  lines  will  be  ham- 
pered. That  is  one  of  the  great  troubles  about  the  railroad  situation 
to-day.  The  strong  companies,  under  competitive  conditions,  are 
o-rowing  stronger  and  making  it  more  difficult  for  the  weak  companies 
to  survive  and  render  any  service  to  the  patrons  along  their  lines. 
In  a  final  solution  of  the  railroad  problem  the  people  along  the  weak 
lines  as  well  as  along  the  strong  lines  must  be  assured  of  ample 
service. 

Senator  Gore.  Yes.  But  if  the  right  is  to  be  given  to  merge  and 
consohdate,  do  you  think  it  should  be  given  to  the  railroads  without 
any  supervision,  or  do  you  think  it  would  be  better  to  make  the 
exercise  of  the  right  subject  to  the  supervision  of  the  Interstate 
Commerce  Commission  ? 

Director  General  McAdoo.  It  would  have  to  be  vmder  some  ade- 
quate supervision,  of  course.  I  would  not  be  willing  that  they  should 
have  it,  if  at  all,  except  under  proper  public  supervision  and  regu- 
lation. 

Senator  Gore.  The  interstate  commerce  act  prohibits  pooling  on 
the  part  of  railroads.  Do  you  not  think  they  should  be  given  the 
right  to  pool  traffic  and  earnings,  subject  to  the  approval  of  the 
Interstate  Commerce  Commission,  isolating  for  the  moment  the 
question  of  the  propriety  of  complete  Federal  control  ? 

Director  General  McAdoo.  There  again  I  think  it  is  a  question  of 
whether  or  not  you  want  to  try  some  inadequate  expedients — apply 
a  few  poultices — or  whether  you  want  to  attempt  a  comprehensive 
and  permanent  solution  of  the  problem.  My  own  preference  is  in 
the  direction  of  a  pernianent  solution  rather  than  a  makeshift. 
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Senator  Gore.  Of  course,  Mr.  Secretary,  all  these  things  are  mat- 
ters of  evolution.  You  hardly  ever  get  a  ready-made  solution  of  so 
vexed  a  problem  all  at  once. 

Director  General  McAdoo.  In  the  case  of  the  Federal  reserve 
system  we  had  controversy  and  discussion  of  the  financial  situation 
of  the  country  for  generations  almost. 

Senator  Gore.  Yes. 

Director  General  MoAdoo.  And  we  paid  an  enormous  price  for  our 
failure  to  deal  with  it  comprehensively. 
Senator  Gore.  That  is  true. 

Director  General  McAdoo.  Perhaps  we  were  not  ripe  for  it. 

Senator  Gore.  Oh,  we  knew  we  were  paying  the  price  all  the  time 
and  we  Ivnew  that  it  would  take  a  long  time  to  do  it.  ' 

Director  General  McAdoo.  But  we  finally  reached  a  point  where  it 
was  possible  to  get  action.  The  thought  of  the  country  had  suffi- 
ciently crystallized  to  make  it  possible  to  get  action.  And  here  the 
thought  of  the  country  is  crystallizing,  but  I  do  not  think  it  has  sufla- 
ciently  ciystallized  to  secure  promptly  a  permanent  solution  unless 
the  solution,  whatever  it  may  be,  has  the  support  of  public  opinion,  it 
will  be  no  solution.    It  will  not  survive. 

Senator  Gore.  Yes ;  I  think  we  shall  have  to  feel  our  way.  Now,  I 
wan t^ to  ask  you  about  the  law  giving  shippers  the  right  to  route  their 
freight.  Do  you  think  that  right  on  the  part  of  the  shipper  is  con- 
sistent with  any  sort  of  scientific  or  uniformly  efficient  control  either 
under  private  or  public  direction  ?  ' 
T  McAdoo.  I  could  not  give  a  final  answer  to  that, 

i  think  there  are  cases,  under  competitive  conditions,  where  it  is  of 
advantage  to  the  shipper  to  have  the  right  to  route  his  freight  On 
the  other  hand,  I  think  its  abuses  and  wastefulness  are  far  neater 
than  its  benefits. 

Senator  Gore.  But  it  does  subject  any  contemplated  national 
system  to  the  control  of  the  private  individual,  does  it  not« 

Director  General  McAdoo.  Yes;  but  I  do  not  think  it  ought  to  be 
permitted  under  Federal  control. 

Senator  Gore.  He  can  direct  the  routing  of  his  freight  without  any 
reference  to  congestion  or  efficiency  ? 

Director  General  McAdoo.  Yes.  I  repeat  that  I  do  not  think  it 
should  be  permitted  under  Federal  control. 

Senator  Gore.  The  railroads  were  subject  to  these  legal  restraints, 
which  made  it  legally  impossible  for  the  railroads  to  meet  this  war 
emergency— the  impossibility  of  pooling  their  traffic  and  earnings, 
and  the  impossibility  of  routing  traffic  and  freight  prevented  the 
railroads  from  meetmg  the  emergency.  Do  you  not  think  that  is 
true,  Mr.  becretary  ? 

Director  General  McAdoo.  I  do  not  think  it  was  wholly  that;  it 
had  a  part  m  it.  The  selfish  interest  of  the  competitive  carriers  made 
their  cooperation  m  the  public  interest  impossible,  regardless  of  the 

Senator  Gore.  It  would  not  have  been  possible  for  you  as  Director 
General  to  have  met  the  emergency  if  ft  had  been  necessary  for 
their  frSt?        ^^^^P^o^iiig  law  and  the  right  of  shippers  to  route 

Director  General  McAdoo.  No;  certainly  not. 
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Senator  Gore.  And  those  constituted  legal  impediments  in  the 

way  of  the  railroads  ?  ,     ,     ,  .        i-       ^    •  4.1, 

Director  General  MoAdoo.  The  legal  impediments  m  the  way  of 
private  corporations  meeting  the  war  emergency  plus  the  fact  that 
their  competitive  interests  were  bound  to  operate— however  patriotic 
they  might  be— were  inherent  difficulties  in  the  situation  and  made  it 
impossible  for  them  to  meet  the  emergency.        ,    ,  -r. 

Senator  Gore.  Yes;  that  is  a  very  persistent  factor.  Do  you  not 
think  that  the  confusion  and  congestion  was,  to  a  large  extent,  due 
to  confhct  in  priority  orders  ? 

Director  General  McAdoo.  No;  I  would  not  say  to  a  large 
extent  "  although  to  some  extent  it  had  to  do  with  it  1  ttimk  tHe 
inabihty  to  use  the  combined  facihties  in  common  under  one  direc- 
tion was  more  responsible  for  it  than  anything  else.  This  could  not 
be  had  under  private  control.  Their  selfish  interests  would  prevent 
cooperation.    They  would  never  be  wiUing  to  give  business  to  a 

^^Sentto^GoRE.  Yes;  I  think  you  are  right  about  that.  I  want 
now  to  ask  you  your  estimate  of  the  comparative  value  ot  two  or 
three  national  systems  of  railway  covering  practicaUy  the  whole 
country  and  the  suggested  regional  systems.  Do  you  not  tliink  tnat 
if  we  had  two  or  three  national  systems  serving  practically  every 
part  of  the  country,  so  that  there  would  be  more  or  less  competitom, 
the  service  would  'be  better  than  any  arbitrary  and  artificial  division 
of  the  country  into  regions  ?  ,     o      .       rn,  ^  •  + 

Director  General  McAdoo.  That  may  be,  Senator.  That  is  a  part 
of  our  problem,  and  that  is  the  reason  I  want  a  further  test,  l^or 
instance,  I  think  if  you  were  going  to  create  two  or  three  national 
systems  to  render  that  service,  we  should  know  more  about  the 
earning  and  transportation  potentiahties  of  these  railroads,  so  ttiat 
the  systems  could  be  constructed  in  the  proper  way. 

Senator  Gore  Do  you  not  think  that  their  demonstrated  earning 
capacity  before  the  war,  under  normal  conditions,  would  be  better 
than  an  earning  capacity  demonstrated  under  any  sort  oi  control 
that  did  not  reaUy  reflect  their  actual  earning  capacity,  but  rather 
an  earning  capacity  that  was  due  to  supervision  under  an  emergency  < 
Director  General  McAdoo.  I  decidedly  do  not  think  so.  1  think 
it  is  better  to  know  what  our  problem  is  under  the  conditions  with 
which  we  have  to  deal  than  to  predicate  our  opinion  whoUy  upon 
different  conditions  existing  some  years  back,  and  which  do  not 
reflect  the  true  situation  at  present. 

Senator  Gore.  Do  you  think  that  earnings  revealed  under  Govern- 
ment supervision  and  control  would  really  be  a  fair  test  of  the  earning 
capacity  of  the  raihoads,  upon  which  to  base  any  judgment  as  to 
what  the  compensation  of  the  railroads  should  be  ? 

Director  General  McAdoo.  I  think  it  is  the  fairest  test  we  could  get. 
I  tliink  it  would  be  the  most  impartial  test  if  made  under  peace 
conditions.  If  you  are  going  to  constitute  any  national  competitive 
systems  under  Government  regulation,  the  question  of  capitahzation 
of  those  systems  must  be  determined,  and  that  refers  to  the  earning 
power,  and,  in  addition  to  that,  the  question  also  of  the  exchange 
of  securities,  or  their  conversion.  ^ 
102009°— 19  8 
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Senator  Gore.  Yes;  but  here  is  the  point  I  am  making,  Mr. 
Secretary.  Under  Government  supervision  the  earnings  realized 
by  a  raili-oad  might  not  have  any  reference  to  its  natural  advantages 
or  to  the  country  it  serves,  or  to  the  efficiency  of  its  service,  because 
its  traffic  is  largely  controlled  by  an  outside  authority;  and  I  do  not 
say  that  would  be  done;  I  am  certain  it  would  not  be  done,  but  it 
could  be  done;  and  the  earnings  of  a  railroad  might  not  have  any 
relation  to  what  its  capitalization  ought  to  be,  because  they  come 
from  an  authority  that  does  not  depend  upon  the  real  demands  of 
commerce. 

Director  General  McAdoo.  But  the  control  of  traffic  consists 
merely  of  control  of  the  transportation  of  the  traffic.  The  traflac 
originates  in  diflFerent  parts  of  the  country  and  must  be  transported 
from  one  place  to  another. 

Senator  Gore.  Take  two  railroads  competing  with  each  other  and 
connecting  two  important  to^vns,  and  under  Government  control 
one  of  those  roads  might  take  all  the  trafiic,  and  thereby  show  all 
the  earnings,  while  the  other  might  show  a  deficit,  whereas  its  opera- 
tions m  peace  times  would  at  least  reflect  the  natural  advantages 
of  the  two  roads,  or  the  respective  efficiency  of  the  service? 

Du-ector  General  McAdoo.  Those  are  mere  details,  Senator.  The 
great  problem  is,  of  course,  the  results  of  national  or  unified  operation 
and  its  effect  upon  the  general  economy  of  the  country.  ' 

Senator  Gore.  I  think  you  are  right  on  that;  it  is  to  brino-  about 
a  situation  where  the  traflic  of  the  country,  taken  as  a  whole,  will  be 
efliciently  handled;  that  is  undoubtedly  true.  But  it  did  not  strike 
me,  if  I  may  be  allowed  to  say  so,  that  the  earnings  shown  under 
Government  control  would  really  reflect  the  natural  earning  capacity 
ol  the  railroad,  because  it  might  be  controlled  by  other  considera- 
tions than  those  of  commerce  or  the  immediate  needs  of  the  territorv 
traversed. 

Director  General  McAdoo.  Well,  certainly  that  is  true  of  the  war 
period. 

Senator  Gore.  Yes.  Now,  do  you  not  think  that  this  regional 
proposition  to  divide  the  country  into  four  or  five  regions  would  be 
purely  arbitrary  and  artificial  and  would  not  necessarily  have  any 
relation  to  the  commerce  of  the  country  or  to  the  commerce  of  the 
community  ? 

Director  General  McAdoo.  No,  I  do  not  think  that,  that  is  a 
part  of  the  study;  it  is  a  part  of  this  problem;  it  is  one  of  the  features 
we  have  got  to  learn  more  about,  I  think. 

Senator  Gore  It  looks  to  me  as  if  that  is  self-evident,  and  that 
you  would  not  have  to  study  it.  I  have  seen  a  suggestion  that  we 
divide  the  southwest  by  running  a  line  west  from  the  Mississippi 
Kiver,  and  making  the  part  north  of  that  line  one  region,  and  the 
part  south  of  that  line  another  region. 

T  ^^^'^6  is  no  need  for  that  in  the  very  nature  of  things,  and 

i  should  say  that  such  a  division  would  not  correspond  at  all  with 
the  b  ederal  Keserve  System. 

Director  General  McAdoo.  I  do  not  think  that  anyone  has  seriously 
proposed  that.  Senator.  I  think  the  regional  system  has  merely 
been  suggested  to  illustrate  certain  things  in  rather  an  arbitrary 
and  hypothetical  way. 
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Senator  Gore.  It  seems  to  me  that  objection  would  inhere  to 
any  proposition  for  dividing  the  country  into  regions  because  the 
commerce  is  national,  and  its  movement  from  the  rnost  remote  point 
in  one  section  to  the  most  remote  point  in  another  section  should 
be  facilitated,  and  that  is  why  I  was  suggesting  two  or  three  national 
systems.  It  ought  to  be  either  one  national  system  or  two  or  three 
national  systems.  It  looks  to  me  as  though  the  suggestion  for  a 
regional  system  is  fundamentally  and  unescapably  bad. 

Director  General  McAdoo.  Your  views  and  observations  indicate 
the  complexity  of  the  problem,  and  are,  to  my  mind,  an  argument 
in  favor  of  the  five-year  period,  where  we  could  make  the  test,  and 
arrive  at  a  conclusion  as  to  the  reconstruction  of  the  railroad  map 
of  the  United  States.  I  think  in  any  permanent  solution  you  have 
got  to  deal  with  the  existing  railroad  organizations  as  well  as  with 
existing  railroad  laws.  You  wiU  also  have  to  reconstruct  the  rail- 
road map.  Parts  of  existing  systems  may  have  to  be  transferred 
to  other  systems  in  order  to  get  well-balanced  transportation  facihties. 

Senator  Gore.  Do  you  think  if  the  raihoads  were  permitted  to 
merge  or  required  to  merge  into  one  national  system,  under  private 
control,  which  would,  of  course,  eliminate  competition  as  to  service, 
that  the  efficiency  of  the  service  could  stiU  be  maintained  under 
Government  regulation  ? 
I  Director  General  McAdoo.  That  presupposes  a  determination  by 
somebody  of  the  lines  along  which  that  should  be  done.  In  other 
words,  it  means  a  reconstitution  of  the  railroad  system  of  the  United 
States.    That  will  require  legislation. 

Senator  Gore.  Yes. 

Director  General  McAdoo.  I  could  not  answer  that  unless  I  knew 
what  it  was  proposed  to  do,  specifically. 

Senator  Gore.  Well,  here  is  what  I  had  in  mind:  If  we  eliminate 
competition  as  to  service,  real  and  nominal,  then  we  have  got  to 
rely  on  Government  supervision,  or  on  the  good  wiU  of  the  railroads 
for  efiiciency  in  service. 

Now,  let  us  assume  that  we  can  not  rely  on  the  good  will  of  the 
railroads;  do  you  think  the  Government  may  be  relied  upon  to  insure 
efiiciency  of  service  where  competition  was  eliminated  ? 

Director  General  McAdoo.  I  think  it  may  be,  without  doubt.  I 
certainly  should  not  be  willing  to  have  competition  done  away  with, 
unless  there  was  substituted  for  it  some  very  strong  Federal  control 
or  some  other  form  of  pubhc  control. 

Senator  McLean.  Eight  on  this  point,  Mr.  Secretary,  just  a  ques- 
tion as  to  whether  it  is  wise  to  conclude  the  operation  of  Government 
control  at  the  end  of  21  months,  or  to  extend  it,  as  you  would  do. 
Now,  assume  that  we  grant  your  request 

Director  General  McAdoo  (interposing).  "Suggestion"  would  be 
better. 

Senator  McLean.  Or,  rather,  that  we  conform  to  your  suggestion 
and  try  it  for  five  years,  and  it  fails.  Now,  just  what  will  we  have 
demonstrated  ? 

Director  General  McAdoo.  We  will  have  demonstrated  a  failure. 
We  wiU  have  demonstrated  something  at  least. 

Senator  McLean.  Will  we  have  demonstrated  that  Government 
ownership  is  a  failure  if  we  shall  have  demonstrated  that  any  per- 
manent system  that  is  now  suggested  or  believed  in  by  anyone  who 
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has  made  a  study  of  this  subject  is  a  failure?  In  other  words  can 
you  test  one  system  by  trying  another «  ' 

Director  General  McAdoo.  Nobody  can  say  what  the  result  of  any 
test  will  be.  I  do  not  know  what  the  result  of  the  test  for  21  months 
will  be.  We  have  entered  upon  that,  under  the  present  law;  that  is 
we  have  provided  a  maximum  of  21  months.  There  is  no  guarantee' 
and  nobody  can  assure  you  or  tell  you  in  advance  how  that  is  going 
to  turn  out.  In  other  words,  why  should  we  be  afraid  to  make  t  test 
because  we  can  not  tell  in  advance  what  it  is  goingto  produce «  The 
object  of  the  test  is  to  get  Hght.  I  can  not  say  what  is  going  to  come 
out  ot  this  test;  but  I  know  that  this  will  come  out  of  it:  We  will  have 
a  period  of  composure,  in  which  we  can  devote  ourselves  to  getting  as 
much  knowledge  as  possible,  although  no  one  can  say  what  the  out- 
come may  be. 

Senator  McLean.  You  have  made  that  very  clear,  and  I  do  not 
wish  to  prolong  the  discussion,  because  you  have  been  over  it  several 
times.  But  suppose  it  fails;  in  your  opinion,  will  it  then  have  been 
demonstrated  that  both  Government  ownership  and  Government 
control  are  failures? 

Du-ector  General  McAdoo.  It  would  depend  upon  the  conditions 
under  which  the  test  was  made,  Senator,  and  as  to  how  it  was  handled 
1  can  not  say. 

Senator  McLean.  Would  it  demonstrate  in  any  way  that  Govern- 
ment regulation  of  privately  owned  roads  was  a  failure « 

Director  General  McAdoo.  I  think  it  would  demonstrate  some- 
thing; I  do  not  know  what. 

Senator  McLean.  But  would  it  not  be  conclusive « 

Director  General  McAdoo.  I  think  it  would  be  conclusive  I 
think  a  hve-year  control  of  the  railroads  would  give  us  a  conclusive 
result  m  some  direction;  but  just  what  I  do  not  know.  That  is  mv 
judgment  about  it,  but  it  is  merely  an  opinion. 

Senator  McLean.  It  seems  to  me  that  the  best  way  to  learn  to 
play  on  a  piano  is  to  practice  on  a  piano  rather  thaii  on  a  violin 
Ihat  IS  to  say,  we  have  a  hybrid,  mongrel  situation  here  now  in  vogue 
that  nobody  expects  can  be  made  permanent.   We  have  Government 
fu -T^  possession  and  control  of  private  property    I  do 

not  think  you  beheve  that  system  can  be  made  permanent.  It  was 
lorced  on  us  by  the  misfortunes  of  war,  and  it  was  the  only  thing 
that  could  be  done.  Now,  assume  that  we  try  the  five  years,  and 
that  It  tails.  Will  thai  m  any  way  convince  the  Members  of  Congress 
who  are  now  in  favor  of  Government  ownership  that  Government 
ownership  ha,s  been  proved  a  failure?  That  is  the  point  with  me 
It  seems  to  me  they  mil  say  at  once  that  it  proves  nothing,  and  they 
will  quote  your  language  that  you  have  given  us  here  in  your  state- 
ment, that  under  the  present  system  your  orders  are  challenged  by 
these  officials  you  are  subjected  to  interference  by  State  commissions 
and  their  orders,  and  that  you  can  not  rely  upon  the  morale  of  the 
organization;  and,  in  answer  to  Senator  townsend's  question,  you 
said  you  were  not  at  all  certain  whether  that  situation  will  be  bettered 
by  the  five-year  extension  or  not;  that  you  hope  it  will  be 

i^.Al''^ii''l^,^''-uV'\^P^  expressed  the  opinion  unquali- 

fiedly that  it  wiU  be  bettered.  That  (s  my  opinion  No  man  can 
say  with  abso  ute  certainty  what  the  future  will  bring  forth,  but  that 
IS  my  best  judgment  as  a  result  of  the  experience  we  have  had  in  the 
past  year. 
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Senator  McLean.  My  fear  is  that  you  will  not  convince  the  parti- 
sans of  either  school— Government  ownership  as  opposed  to  private 
ownership  under  decent  Government  regulations— that  the  test  has 
been  conclusive;  and  I  am  as  anxious  as  you  are,  if  it  be  possible,  to 
get  from  this  ill  wind  of  war  a  solution  of  the  railroad  problem. 
Now,  we  will  assume  that  the  raDroad  managers  take  issue  with  you 
and  controvert— I  do  not  know  whether  they  will  or  not— emphat- 
ically your  faith  in  the  five-year  extension,  and  they  say:  '  'If  we  are 
permitted  to  retain  possession  of  our  roads  within  a  reasonable  time 
we  can  demonstrate  to  the  people  of  the  country  that  we  can  unify 
this  control  and  run  our  roads,  and  meet  every  need,  under  reason- 
able Government  regulation,  which  we  have  not  had  for  the  last 

30  years."  ,    •  ,    •  . 

Director  General  McAdoo.  Well,  that  implies  new  legislation,  ot 
course,  of  a  comprehensive  kind.   I  don't  think  it  is  attainable  now. 

Senator  McLean.  Certainly;  but  if  we  grant  their  request  and  try 
to  return  the  roads  within  a  reasonable  time,  and  they  fail,  then 
we  know  what  the  next  step  should  be;  but  until  we  give  them  an 
opportunity  to  take  their  property  and  manage  under  reasonable  and 
decent  regiilations,  I  do  not  see  how  you  can  decide  that  then- system 
would  be  a  failure.  .  i       m  j 

Director  General  McAdoo.  Your  argument  is  to  turn  the  railroads 
back,  as  I  understand  you,  under  some  radical  revisions  of  existing 

laws  ?  .      ^  .         .  , 

Senator  McLean.  I  think  it  possible,  with  their  advice  and  the 
assistance  of  trained  minds,  who  have  had  experience  in  these  mat- 
ters; these  men  who  have  had  experience  for  years,  they  probably 
know  more  about  it  from  their  experience  than  any  of  us — I  should 
assume  so — they  have  had  practical  railroad  experience,  and  they 
say,  "If  you  will  extend  this  time — "  I  do  not  know  whether  they 
will  or  not,  but  assuming  that  they  will — "it  will  make  the  situation 
worse  than  it  would  be  if  you  returned  the  roads  to  us  within  a  rea- 
sonable time  and  gave  us  an  opportunity  to  demonstrate  what  we 
can  do  under  reasonable  regulation." 

Director  General  McAdoo.  Senator,  can  you  guarantee  that  there 
is  no  risk  in  doing  what  the  railroad  executives  want  you  to  do  or  may 
suggest  that  you  do  ?  Can  you  guarantee  that  the  judgment  of  the 
railroad  executives  is  less  fallible  than  others  ? 

Senator  McLean.  No  ;  but  it  seems  to  me  that  sooner  or  later  

Director  General  McAdoo  (interposing).  Just  a  moment.  May  I 
say  that  any  plan  you  may  propose  carries  with  it  the  usual  risks  of 
human  fallibility?  No  one  can  gTiarantee  that  any  plan,  either  to 
turn  the  railroads  back  under  such  suggestions  as  the  railroad  execu- 
tives may  offer,  or  what  not,  will  be  successful  any  more  than  you 
can  say  that  tliis  five-year  test  period  will  not  be  successful.  This 
you  must  bear  in  mind,  that  in  dealing  with  this  problem  you  have 
two  interests  to  consider.  One  is  the  public  interest,  the  other  is  a 
private  and  selfish  interest,  and  it  is  the  public  interest  that  we  should 
all  steer  by  constantly,  without  respect  to  any  private  or  selfish 
interest  of  any  sort.  Now,  opposed  to  the  public  interest,  so  far  as 
this  solution  goes,  is  the  natural  and  selfish  interest  of  the  owners  of 
these  properties,  who  are  thinking  primarily  of  their  own  ends.  I 
do  not  complam  of  that;  it  is  a  natural  thing  for  them  to  think 
about;  but  I  am  not  at  all  sure  that  a  proposal  from  these  most 
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interested — that  is,  from  those  who  have  a  selfish  interest  to  serve — 
is  in  the  public  interest.  I  do  not  use  the  term  selfish  in  any  sinister 
sense ;  I  use  it  in  its  natural  sense  only.  It  is  not  reasonable  to  sup- 
pose that  the  owners  of  these  railroad  properties  are  going  to  think 
first  of  the  public  interest  in  any  solution  they  propose. 

Our  duty  is  to  consider  the  public  interest  and  to  make  every 
Other  interest  subservient  to  the  public  interest.  I  think  that  the 
public  interest  will  be  best  served  and  that  the  interest  of  the  railroad 
owners  will  be  equally  served  by  this  test  period,  because  I  am  satis- 
fied that  there  will  come  out  of  it  a  solution  based  upon  knowledge 
and  not  upon  theory  or  speculation,  which  has  formed  so  much  of 
the  discussion  we  have  engaged  in  here.  There  will,  in  my  judgment, 
come  out  of  the  test  period  sufiicient  clear  light  to  enable  us  to 
determine  whether,  as  an  economic  proposition,  it  is  best  for  the 
American  public  and  for  the  owners  of  these  railroad  properties  that 
there  shall  be  either  (1)  an  altered  form  of  private  control  under  a 
superior  form  of  Federal  regulation,  or  (2)  exclusive  Federal  control 
of  the  railroads,  or  Government  ownership. 

My  judgment  of  the  railroad  situation  is  that  the  American  people 
are  entitled  to  a  fair  test  of  Federal  control  under  peace  or  normal 
conditions.  We  have  spent  large  sums  of  money  to  win  the  war,  and 
part  of  that  money  has  been  used  to  gain  some  experience  in  the 
unified  operation  of  the  railroads  of  the  United  States,  an  experience 
necessitated  by  the  war  and  by  the  incompetency  and  inefficiency  of 
private  control  under  existing  laws  and  conditions.  I  am  not  suggest- 
ing that  anybody  should  be  blamed  because  the  laws  are  as  they  are 
or  because  competitive  conditions  under  private  control  were  as  they 
were.  I  am  speaking  only  of  the  inefficiencies  and  deficiencies  of  the 
system  and  not  of  individuals. 

We  have  expended  a  great  deal  of  Government  money  on  improve- 
ments for  the  railroads  and  for  equipment  during  the  war  period. 
We  may  have  to  carry  for  some  time  a  part  of  the  cost  of  these 
improvements  and  this  equipment  before  we  can  liquidate  this  cost 
and  secure  repayment  from  the  carriers. 

As  I  said  in  my  testimony  before  this  committee  one  year  ago,  I 
felt  sure  that  the  Government  would  have  to  expend  large  sums  of 
money  for  the  improvement  and  betterment  of  railroad  properties 
during  the  period  of  Federal  control  and  that  I  was  sure  that  the 
Government  would  have  a  better  chance  to  secure  the  payment  of  its 
advances  to  the  railroads  while  in  possession  of  their  properties  than 
when  out  of  possession.  Having  expended  so  much  money  on  the 
railroads  ana  having  carried  forward  this  experiment  in  unified 
operation  to  a  point  where  I  now  think  we  can  enter  upon  its  last 
stages  with  obvious  benefit  to  the  public  interest,  it  seems  to  me  a 
pity  to  throw  away  all  that  we  have  gained  and  to  attempt  a  hasty 
solution  which  may  not  be  a  permanent  solution  at  all,  but  a  mere 
makeshift,  and  which  may  injure  the  best  interests  of  the  American 
people  irreparably  at  a  time  when  we  are  facing  a  new  world  condition 
which  demands  that  America  shaU  be  on  the  alert  and  not  only 
look  forward  but  go  forward  without  hesitation  or  delay. 

Another  important  element  in  the  situation  is  the  fact  that  more 
than  a  bilhon  dollars  of  money  belonging  to  the  people  of  the  United 
States  have  been  spent  in  the  building  of  a  great  merchant  fleet. 
Under  the  provisions  of  the  shipping  bill,  this  merchant  fleet  is  to 
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be  controUed  by  the  Government  for  five  years  after  the  return  of 
neace     We  must  not  permit  the  money  expendedon  this  fleet  to 
rwasted.    We  must  conserve  f  at  mvestment.  Jhy^-  we  bu  d- 
mo-  a  frreat  merchant  marme— for  tuni    iNot  at  an.     vve  are  uuuu 
it  for  the  pSpose  of  operating  it  and  carrymg  the  American  flag 
to'all  parts  of  the  world  so  that  we  may  secure  for  American  pro- 
ducers^and  Snerican  labor  the  fair  rewards  of  toil  and  enterprise 
bvTttki.  ou^  share  of  the  world's  markets  for  our  products 
^Not  Sntent  with  spending  already  more  than  a  bilhon  doUars  of 
the  people's  money  on  a  merchant  fleet,  we  are  spendmg  hundreds  of 
mmCs  niore  to  iLrease  that  fleet  by  turning  out  the  most  modern 
Ces  fn  order  that  they  may  be  operated  sucessfully  m  friendly 
rivalry  ^vith  the  other  great  powers  of  the  earth     After  doing  all  this, 
S  seeYns  to  me  that  if  we  cfeUberately  surrender  the  advantages  we 
now  have  in  the  unified  control  of  our  railroads,  so  that  we  can  not 
make  them  function  with  our  great  merchant  fleet  then  we  will  be 
dehberately  taking  risks  we  are  not  justified  m  taking,  risks  for 
wMch  the  AmericL  people  would  condemn  us  hereafter,  if  we  took 
them  with  our  eyes  open  to  the  facts.     Of  course  if  we  did  it  with- 
out k^w  edge  o^f  the^facts,  that  would  be  another  thing,  but  here 
are  tScts  facing  us-an  unexampled  opportumty  for  world  leader- 
ship in  moral  anS  financial  influence  and  m  commerce  and  trade. 
It  seems  to  me  that  it  is  our  plain  duty  to  preserve  the  mobilzed 
energies  and  industries  of  America  m  the  form  of  raflroad  control 
f?r  the  five-year  period  and  use  our  unified  railroads  during  the 
Seat  time  ahead  o'f  us  and  coordinate  and  synchronize  their  opera- 
Son  with  our  great  merchant  fleet,  givmg  to  a  1  the  ports  on  the 
AtianT  c   Gulf  .and  Pacific  coasts  adequate  rai   facihties  to  meet 
adequate  slfipping  in  those  ports,  so  that  the  development  of  our 
country  may  be  carried  forward  homogeneously  and  symmetrically 
anTevery  part  of  our  people  be  permitted  to  share  m  the  great  pros- 
perity which  is  now  opening  up  to  us.    If  we  control  the  railroads 
and  the  ships,  we  can  develop  all  the  ports  advantageously  chs- 
tribute  the  traffic  of  the  country  over  all  the  facilities  so  as  to  avoid 
needless  congestion  and  loss  and  have  a  unified  systein  of  rail  trans- 
portation on^land  and  ship  transportation,  on  the  high  seas  that  will 
W  a  new  and  greater  era  of  prosperity  and  happmess.to  the 
American  people  than  they  have  ever  before  enjoyed 

Senator Vatson.  Mr.  Secretary,  you  come  to  us  with  just  one 
definite  plan  now ;  that  is,  a  five-year  proposition  ( 
Director  General  McAdoo.  Yes;  one  suggestion. 
Senator  Watson.  If  Congress  votes  that  down,  you  have  no  sug- 
gestion to  make  whatever  Is  to  the  form  of  legislation  that  should 
be  enacted  with  reference  to  the  raiboads  ? 

Director  General  McAdoo.  No;  I  have  not.  . 
Senator  Watson.  Not  now.    Your  one  proposition  fj^^y^^^ 
proposition,  and  beyond  that  you  do  not  look-that  is,  at  tins  time- 
and  you  haVe  read  your  paper  here  as  a  justification  of  your  admm- 
?£ration  and  as  an  argu5caent  f or  the  contmuation  of  that  form  of 

administration  ? 

Director  General  McAdoo.  Yes.  ; 

Senator  Watson.  Then,  of  course,  to  give  us  ^'^^^  ti^^ 

Director  General  McAdoo.  Prmcipally,  I  hope,  foi  mioimation, 

Senator 
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Senator  Watson.  Well,  that  is  all  right.    If  it  contains  informa- 
tion It  must  be  something  of  a  justification,  from  3'our  standpoint 
Now,  you  have  not  in  mind  any  system,  if  Congress  shall  not  adopt 
your  plan,  for  the  future  guidance  of  Congress  that  you  wish  to 
recommend  ? 

Director  General  McAdoo.  No. 

Senator  Watson.  Whether  or  not  it  be  Government  ownership,  or 
whether  or  not  they  shall  be  cast  back  without  any  legislation,'  or 
whether  it  shall  be  regional  control  or  under  the  control  of  one  man 
or  in  the  Interstate  Commerce  Commission — ^you  have  no  recom- 
mendation whatever  to  make  with  regard  to  that,  and  the  only 
recommendation  you  make  to  us  is  the  five-year  proposition? 

Director  General  McAdoo.  Precisely. 

Senator  Watson.  That  is  what  I  wanted  to  know. 

Director  General  McAdoo.  I  reserve  my  judgment  until  I  get 
further  light.  Conditions  may  develop  to  a  point  where  my  own 
taught  will  be  matured  on  the  subject;  but  as  I  shall  not  be  here 
oflacially  to  communicate  it  to  you,  I  am  afraid  that  I  shall  not  be 
able  to  give  you  the  benefit  of  it. 

Senator  Gore.  Do  you  think  that  your  argument  in  favor  of 
imified  operation  of  the  railroads  would  justify  the  extension  of  that 
policy  to  the  ships  ? 

Director  General  McAdoo.  We  already  have  the  ships. 

Senator  Gore.  Whether  the  railroads  continue  in  public  or  private 
operation,  ought  we  not  to  extend  that  control  and  operation  to  the 
ships  so  that  the  transportation  of  the  country,  both  inland  and 
seabound,  would  be  under  unified  control,  either  public  or  private « 

Director  General  McAdoo.  Either  one  unified  control  or  both 
branches  under  Federal  control  for  the  time  being,  so  that  they  could 
be  made  to  thoroughly  reciprocate  with  each  other.  You  have 
unified  control  by  the  Government  over  shipping  through  the  United 
States  Shipping  Board  and  the  Emergency  Fleet  Corporation  now. 

The  Chairman.  Mr.  McAdoo,  may  I  ask  this  question:  From  the 
experience  you  have  had— and  it  has  been  a  practical  one,  and  right 
on  the  point  that  you  mentioned— is  it  your  opinion  that  you  can  get 
the  proper  coordination  between  the  Government  control  of  vessels 
that  we  now  have  and  the  railroads  if  the  railroads  should  go  back 
under  private  control? 

Director  General  McAdoo.  I  do  not  think  you  could  get  the  proper 
coordination  under  private  control.  I  do  not  think  you  could  get  the 
proper  distribution  of  traffic  to  the  different  ports  of  the  United  States 
in  such  a  way  as  to  give  the  national  commerce  a  more  diversified  and 
advantageous  development.  I  think  it  is  essential  to  preserve  Fed- 
eral control  of  these  railroads  during  the  five-year  period,  if  there  were 
no  other  reason  for  it—and  there  are  many  other  reasons  for  it,  in  my 
judgment— m  order  that  the  raih-oads  may  be  thoroughly  coordinated 
with  shipping  and  the  traflac  of  the  country  may  be  distributed  to  the 
various  ports  of  the  countrv  on  the  Atlantic,  Gulf,  and  Pacific  coasts 
m  the  most  economical  and  advantageous  way. 

Senator  Gore.  If  you  would  let  the  railroads  organize  a  holding 
company  and  take  over  the  ships— the  merchant  marine— do  you  not 
think  then  they  could  work  out  a  unified  system  ? 

Director  General  McAdoo.  I  do  not  know  about  that.  That  would 
depend  upon  the  plan;  and  then,  again,  I  would  not  be  willing,  with- 
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out  further  light,  to  see  all  the  railroads  and  aU  the  ships  of  the  United 
States  under  private  control,  even  under  some  form  of  Government 
regulation,    i  think  it  would  be  taking  a  very  big  chance. 

Mr.  Chairman,  if  I  may  be  excused  now,  if  you  have  finished — I 
have  some  very  important  engagements. 

The  Chairman.  Yes,  Mr.  McAdoo,  we  want  to  complete  our 
hearings  

Senator  Cummins  (interposing).  There  is  a  question  or  two  that  I 
would  like  to  ask,  if  I  may  be  permitted. 

Du-ector  General  McAdoo.  Unfortunately,  Senatoi,  I  understood 
that  I  would  be  required  for  an  hour,  and  I  made  some  very  important 
engagements. 

Senator  Cltmmins.  My  questions  will  be  very  short. 

Director  General  McAdoo.  Very  well. 

Senator  Cummins.  I  am  interested  in  your  thought  that  if  we  would 
extend  the  time  of  Government  operation  for  five  years  we  would 
have  political  quiet  upon  the  subject  in  the  meantime.  Do  you  really 
think  that  ? 

Director  General  McAdoo.  I  think  you  would  have  much  more  than 
if  you  do  not.  Senator.  I  do  not  think  we  will  ever  have  political 
quiet  in  America. 

Senator  Cummins.  You  have  no  reason  to  believe  that  the  agitation 
with  regard  to  various  systems  or  methods  of  control  would  not  go  on 
just  the  same  ? 

Director  General  McAdoo.  It  would  not  go  on  just  the  same  during 
the  five-year  test  period. 

Senator  Cummins.  You  can  not  stop  that.  The  people  of  this 
coimtry  are  going  to  determine  this  question,  sooner  or  later  ? 

Director  General  McAdoo.  That  has  been  my  argument.  Senator. 
That  is  what  I  say — that  the  people  should  be  permitted  to  settle  this 
problem,  but  that  they  should  have  adequate  knowledge  derived  from 
a  five-year  test  period  to  do  it  inteUigently.  Those  who  fear,  for 
instance,  that  fm-ther  test  or  experimentation  would  mean  Govern- 
ment ownership  seem  to  think  that  if  you  deny  that  further  experi- 
mentation you  will  stop  the  discussion  of  Government  control.  You 
can  not  stop  the  discussion,  of  course,  nor  would  it  be  wise  to  stop  it 
if  we  could. 

Senator  Cummins.  No. 

Director  General  McAdoo.  I  think  it  is  possible,  by  extension,  to 
have  a  test  period  under  composed  conditions  that  will  not  make  it  an 
acute  pohtical  issue  in  some  presidential  campaign.    The  economic 

Eroblem  is  so  vital  to  America  that  it  ought  not  to  be  settled  in  the 
eat  or  passion  of  any  poHtical  campaign.  By  political  action  it  will 
necessarily  be  considered  and  dealt  with  finally,  but  I  am  talking  about 
trying  to  settle  it  in  a  partisan  pohtical  campaign. 

Senator  Cummins.  I  do  not  know  anything  about  the  partisan 
turn  it  may  take;  I  am  not  speaking  about  that;  but  all  great  eco- 
nomic questions  Hke  this  one  must  be  determined  pohtically. 
Director  General  McAdoo.  By  pohtical  action  ultimately. 
Senator  Cummins.  Your  notion  that  this  would  not  be  an  issue  or 
might  not  be  an  issue  in  the  campaign  of  1920,  if  we  were  to  grant 
the  five-year  extension,  is  rather  novel  to  me.  I  think  it  is  bound 
to  be  one  of  the  great  political  questions. 

Director  General  McAdoo.  My  feeling  about  it  is  this:  That  itwould 
not  be  so  acutely  a  pohtical  issue  under  the  five-year  extension  as  it 
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would  be  under  the  21  months'  control;  and  I  think  if  it  is  a  political 
issue  eventually — as  it  undoubtedly  will  be  eventually,  and  I  think 
that  all  of  us — and  we  are  all  poUticians  in  America  in  the  sense  that 
all  vote  and  all  have  a  right  to  a  voice  in  the  Government ;  that  is  the 
beauty  of  democracy — would  be  better  informed  and  better  able  to 
express  an  opinion  on  the  railroad  problem  after  a  five-year,  or  even 
after  a  three-year  test,  than  we  are  to-day.  I  think,  therefore,  that 
it  would  not  be  an  acute  poUtical  issue  in  the  next  campaign,  because 
if  Congress  should  determine  upon  a  test  period  of  five  years,  the 
public  in  general  would  accept  it  in  good  faith,  and  would  be  willing 
to  go  forward  and  complete  the  test  period  before  attempting  a  fin^ 
solution. 

Senator  Cummins.  I  do  not  Imow  why  you  want  a  test  period. 

Director  General  McAdoo.  I  am  afraid  I  can  not  convince  you 
then,  Senator.    I  have  given  my  reasons  at  length. 

Senator  Cummins.  You  are  thoroughly  convinced  of  the  advantages 
of  unification  ?    There  is  no  question  about  that  ? 

Director  General  McAdoo.  Yes. 

Senator  Cummins.  Nothing  could  happen  that  would  shake  your 
confidence  in  that  principle  of  operation? 

Director  General  McAdoo.  No.  I  am  in  doubt  as  to  the  form  and 
character  of  it. 

Senator  Cummins.  Why  do  we  not  go  immediately  about  getting 
it  ?    Why  do  you  not  advise  Congress  to'  go  ahead  and  secure  it  now  ? 

Director  General  McAdoo.  I  have  no  objection  to  your  doing  it, 
if  you  can  find  a  solution.  My  argument  is  that  you  will  not  have  time 
within  which  to  do  it,  nor  do  I  think  you  have  sufficient  information, 
with  the  brief  test  we  have  had  under  war  conditions,  to  illume  the 
subject  as  much  as  I  think  it  should  be  illumed,  and  as  much  as  I 
think  it  will  be  illumed  by  a  longer  test. 

Senator  La  Follette.  In  other  words,  if  I  understand  you,  Mr. 
McAdoo,  the  emphasis  that  is  put  upon  the  comparative  cost  of 
operation  under  Federal  control  with  operation  under  private  con- 
trol, as  we  had  it  before,  is  an  evidence  of  the  importance  of  that 
feature,  which  is  to  be  made  an  argument,  and  perhaps  a  controlling 
one,  in  the  settlement  of  this  question?  If  I  understand  you,  you 
would  like  to  see  that  experiment  extended  over  a  sufficient  period  

Director  General  McAdoo  (interposing).  Under  normal  conditions. 

Senator  La  Follette  (continuing).  Under  normal  conditions — 
for  the  comparison  now  is  not  made  under  normal  conditions.  A 
comparison  made  under  such  conditions  would  make  it  of  some  value 
in  determining  whether  Federal  control,  as  it  has  been  administered, 
is  better  than  the  old  condition,  or  better  than  the  old  condition  with 
any  modifications  which  have  been  suggested  to  the  present  time. 

Director  General  McAdoo.  Yes. 

Senator  Poindexteb.  Is  not  your  recommendation  somewhat  in 
conflict  with  the  President's  recommendation  of  the  2d  of  December  ? 
Director  General  McAdoo.  I  do  not  think  so. 

Senator  Poindexter.  My  understanding  of  his  address  to  the 
Congress  was  a  very  urgent  plea  that  this  problem  be  solved  very 
speedily,  in  order  to  remove  the  uncertainty.  Now,  your  recom- 
mendation is  to  continue  the  experiment  longer  than  the  present 
term.    I  would  just  like  to  recall  what  the  President  said. 
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Director  General  McAdoo.  I  am  familiar  with  it.  It  may  be  that 
we  would  make  more  speed  under  a  5-year  extension  than  otherwise. 

Senator  Poindexter.  He  argues  in  his  address  to  the  Congress 
that  the  necessary  expenditures  and  improvements  on  the  railroads 
can  not  be  financed  until  a  permanent  settlement  is  arrived  at ;  and 
yet  you  recommend  this  period  of  five  years,  durmg  which  larger 
expenditures  would  be  necessary  ?  .  .       .  ^ 

Director  General  McAdoo.  The  President  must  have  had  m  mmd, 
of  course,  corporate  expenditures,  unaided  or  unsupported  by  the 
Government  in  any  way. 

And  I  should  also  like  to  have  permission  to  attach,  as  an  exhibit, 
a  chapter  from  my  forthcoming  report  to  the  President  on  the  operat- 
ing features  of  the  railroads  for  the  past  year.  It  covers  the  Division 
of^Operations  and  is  just  now  in  form. 

The  Chairman.  Yes;  we  will  be  very  glad  to  have  it. 

Director  General  McAdoo.  It  goes  more  into  detail  on  some  of  the 

points.  -1  1,1  0 

Senator  Gore.  How  soon  wiU  that  report  be  available  i. 

Director  General  McAdoo.  It  will  take  several  weeks  before  I  can 
complete  it.    It  is  very  voluminous  and  is  in  process  now. 

(IS^te:  Several  chapters  from  the  Director  General's  annual  report 
to  the  President  appear  at  the  end  of  this  pamphlet.) 

The  Chairman.  Mr.  McAdoo,  whom  do  you  suggest  to  the  com- 
mittee to  be  heard"?  We  want  to  complete  om'  hearings  on  the 
administrative  side  of  this  question. 

Director  General  Mcx4.doo.^  I  do  not  know  of  anyone  else  at  the 
moment,  except  as  to  any  questions  of  fact  that  may  arise  during 
the  progress  of  the  hearings.  I  would  suggest,  however,  that  further 
testimony  from  anybody  connected  with  the  Railroad  Administra- 
tion be  given  later,  somewhat  in  the  nature  of  rebuttal  of  things  that 
may  be'^presented  in  the  meantime  by  others  who  may  come  here. 
You  may  need  further  information  from  the  Railroad  Administration, 
and  in  that  event  it  can  be  represented  by  some  appropriate  person, 
whose  name  will  be  given  to  you  at  the  proper  time.  I  speak  with 
some  reserve  about  that,  because  I  expect  now  to  divest  myself  of 
my  railroad  robes  of  authority,  and  my  successor  will  have  to  deter- 
mine whether  or  not  he  desires  further  hearmg  for  the  Railroad 
Administration.  -n  u  • 

Senator  La  Follette.  May  I  ask  if  some  of  your  stafl  will  be  m 
attendance  during  further  hearings  on  this  subject  ? 

Director  General  McAdoo.  Yes.  I  was  going  to  ask  Judge  Payne 
to  be  in  attendance,  but  he  has  been  laid  up  with  influenza.  I  pre- 
sume he  will  be  here  next  week;  if  not,  we  shall  try  to  have  someone 
else  in  attendance. 

Senator  Pomerene.  The  burden  of  your  testimony  has  been  to 
show  the  necessity  of  greater  unification  in  the  operation  of  the  rail- 
roads. Now,  if  you  or  your  stafl'  have  considered  what  additional 
legislation  should  be  necessary  to  carry  that  out,  I  would  like  to  have 
the  benefit  of  their  views.  .        ,  .  o 

Director  General  McAdoo.  We  have  not  considered  it,  Senator. 
That  is  a  matter  of  form  and  substance,  and  we  have  not  prepared 
any  plans. 

The  Chairman.  You  have  no  suggestions  to  make  as  to  any  modi- 
fication of  the  present  law,  to  meet  your  five-year  plan  ? 
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Director  General  McAdoo.  The  amendment  providing  for  the  ex- 
tension would  be  a  very  simple  matter.  It  would  provide  the  exten- 
sion of  time,  and  for  an  additional  revolving  fund  to  take  care  of  the 
situation. 

The  Chairmax.  The  reason  I  suggested  to  you  having  someone 
here,  if  you  desire  to  have  any  of  your  force  here,  is  because  we  want 
to  continue  the  hearings  on  Monday,  and  according  to  the  program 
outlined  by  the  committee,  succeeding  you  will  very  probably  be  the 
railroads,  and  if  you  have  no  other  to  suggest  on  Monday,  beginning 
at  11  o'clock,  the  committee  will  meet. 

Senator  Cummins.  At  what  time  ? 

The  Chairman.  At  11  o'clock. 

Senator  Cummins.  Mr.  Chairman,  I  want  to  make  this  suggestion : 
we  have  got  to  divide  our  time  between  the  sessions  of  the  Senate 
and  the  sessions  of  this  committee,  and  I  think  it  would  be  very 
helpful  if  we  could  reach  some  definite  conclusion  as  to  that  division 
now  so  that  we  would  know  when  the  coaunittee  would  meet. 


o 


